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Wels TOOLS 


OF INDUSTRY 


V4 ITH EVERY TURN of the giant lathe, this cvlinder in- 
creases in value. As unworked metal, it is worth only a few cents a pound. But shaped, 
finished, as part of an automobile, a refrigerator, or a plumbing fixture, it becomes 
useful and valuable. Machine tools convert metal into products indispensable to you. 


In factories, all over the world, G-E motors drive intricate machines. G-E apparatus 
controls their operation. The machines are shaping necessities for industry and 
for the home. 


Carboloy tools, a G-E development, cut metal with unprecedented speed. Electric 
gauges touch polished surfaces and accurately measure dimensions less than one ten- 
thousandth of an inch. Copper brazing and atomic-hydrogen welding join metal parts 
into a useful whole. X-rays, from tubes developed in the G-E Research Laboratory, 
in Schenectady, N. Y., probe the inner secrets of metals and point the way to im- 
provements in material and design. 


Such advances in manufacturing, made possible, in part, by G-E research, come home 
to you in better quality and lower cost in the machine-made products that are part 
of your daily life. Not only the electrical industry but every field of endeavor benefits 
by G-E research—research that has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric. 
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HARRIS & EWING 


PAGE ONE 


Harper Sibley 


Treasury Cash 


T may be expected that the working 
balance of the Treasury will be cut 
down rather rapidly in the next few 

weeks; but inasmuch as the balance 
started the current quarter at $2,423,- 
372,577 there is yet a long way to go 
before the Government faces embarrass- 
ment. At current rates of expenditure 
the Treasury could continue well into 
the new fiscal year without new borrow- 
ing if it did not face the necessity of 
paying off soldiers’ bonus bonds soon 
after June 15. Although there is still 
uncertainty as to how much of an im- 
mediate drain upon Federal coffers 
bonus payments will entail, it is safe to 
say that the burden will be serious and 
in any event the Treasury must be pre- 
pared to meet it at its maximum. 

Hence, in spite of the present large 

balance, financing on June 15 will prob- 
ably include a call for more new money 
inaddition to the refunding of the $686,- 
616,400 of 114 per cent Treasury notes 
due on that date. The heaviest demand 
for bonus bond redemption will come 
soon after the beginning of the new 
fiscal year. In addition to large demands 
for unemployment relief, increased and 
hew appropriations resulting from re- 
cent and current legislation, and various 
financial uncertainties, the Treasury 
has $364,138,000 of 314 per cent notes 
due August 1 and $514,066,000 of 114 
per cent notes due September 15 with 
$357,921,000 of 234 per cent notes ma- 


May 1936 


Business Security 


IF business and industry were assured of the security which is de- 
manded by the Federal Government for the individual, the slack in 
unemployment could be taken up to the extent of 3,000,000 work- 
ers, which would mean that there would be no abnormal number of 
persons out of work in the United States. 

As a matter of fact, there is already a shortage of labor in several 
skilled lines and schools for apprentices will have to be set up. 

Private enterprise cannot go forward in the face of threats of 
punitive regulation and investigation, of uncertainties on adminis- 
tration policies, of disciplinary and hostile legislation. 


—HARPER SIBLEY, president, United 


turing in December, so that there is con- 
siderable reason to keep plenty of cash 
on hand against eventualities. Inciden- 
tally, the peculiarities of Treasury fi- 
nancing appear in strong relief in the 
note issues falling due this year, the 
rate of interest varying from 1% to 
314 per cent. 


Devaluation 


In making up its allowances for the 
next fiscal year the Government has 
found that, as leases expire, the rent al- 
lowance for embassies, legations and 
consulates abroad will be almost double 
what it was previous to 1933. Such is 
the price of a devalued dollar. 


Preferred Stock 


On May 26 the stockholders of a great 
Chicago bank—the First National—will 
vote on the proposal of its directors to 
retire $15,000,000 of preferred stock, 
sold to the R.F.C. two years ago, by 
issuing $10,000,000 of new common 
stock and paying the rest out of reserve 
funds. The proposed retirement of 
preferred stock in such cases is signifi- 
cant in many respects. The fact that 
banks are now getting into a position 
where they can promise a dividend 
which will attract new investors means 
considerable. The fact, also, that past 
write-offs are coming to the front as a 
means of discharging such obligations 
is something to be considered. Nor is 
this bank the only one of its kind and 
standing in respect to such resources. 


States Chamber of Commerce 


Cigars 

The cigar trade in 1935 showed an 
increase for the first time since 1931 and 
current consumption indicates that 1936 
will have a better record in this respect 
than 1935. The consumption of cigars 
is an index of prosperity. 


Food Prices 


Food experts say that while the ag- 
gregate production of foodstuffs will 
be considerably larger this year than 
last, increased prosperity will probably 
so expand consumption that prices will 
be maintained and perhaps advanced— 
good news or bad, depending upon who 
receives it. 


Unlisted Stocks 


It is generally agreed in Washington 
that Congress will pass the bill to con- 
tinue unlisted departments of stock 
exchanges, with the S.E.C. having dis- 
cretionary power over the admission 
and elimination of stocks to be handled. 
The exercise of such a power seems 
easy, but it isn’t. It will require much 
investigation as to the practices of vari- 
ous exchanges in the past, adjusting 
new rules to those governing fully regis- 
tered securities, and either settling or 
avoiding the issue of whether certain 
securities can be better managed on 
exchanges or over-the-counter. 


Commodity Exchanges 


Present prospects are that some one 
of the bills to (CONTINUED ON PAGE 5) 
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MAIN STREET IS ONE STORE LONGER 


Main Street has just received a raise in import- 
ance—it has a new store. 


It is now more important to a certain building 
owner—his income goes up. It is more important 
to several other people—they get jobs. It is more 


important to the town’s bankers—and to the town. 
As to the owner of this new enterprise—“He 
used to be a clerk down at so-and-so’s,” people 


will tell you. He, too, has had a raise in importance. 


Such events as this represent the sort of thing 
Investors Syndicate makes possible. We often say 
we are in the business of making men’s dreams 
come true. And we are. 


We accept a man’s desire to better himself—to 
own a home, to send his children to college, to own 
a business, or to accumulate money for his declin- 
ing years—and we point a way in which he may 
attain any or all of these things. 


That way is to adopt a persistent, continuous 
program, and follow it over a period of years. This 


is the essence of the Investors Syndicate plan. 


We say in effect: “If you add only a little to a 
little and do this often enough, soon that little will 
become great.’”” That summarizes the gospel we 
preach. 


As a result—everywhere in this land there are 
individual dreams coming daily into reality. Homes 
are being bought. Children are being educated. 
Employees are becoming employers. Last year 
alone, Investors Syndicate disbursed nearly 
$7,000,000 to contract holders. And during the past 
ten years has disbursed over $57,000,000—to thou- 
sands who have bettered themselves and the com- 
munities in which they live. 


INVESTORS SYNDICATE 


Established 1894 
Living Protection 
Offices in 120 principal cities, including: 
New Yorkj - Boston - Philadelphia - Chicago 
Atlanta - Washington - Houston - St. Louis 
Kansas City - Denver - Seattle - Los Angeles 
Toronto* - Montreal* - Vancouver* 
Home Office: Minneapolis, Minn, 
Affiliated Companies: {Investors Syndicate Title and Guaranty 
Company, New York. *Investors Syndicate, Ltd., Canada. 
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Supervision oF CHARTERED BANKs . 


ALL IS NOT ORATORY 


Following is a short bibliography | 
of newer books and studies on the | 


subject of public finance and taxa- 
tion: 

Tue FEDERAL BupcEt, 1936; THE 
FEDERAL DEBT AND THE BANKS, 
1935; State Sates Taxes, 1935; 
Tax BURDENS AND PuBLIc DEBT, 
1935; Cost oF GOVERNMENT, 1923- 
34 (all published by the National 
Industrial Conference Board, New 
York); STATE AND LocaL BUDGET- 
ARY METHODS, Chamber of Com- 


merce of the United States, Wash- | 


ington, 1935; MUNICIPAL FINANCE 
LEGISLATION, Public Administration 
Service, 1935; WHAT THE DEPREs- 
sion Has Done To Cities, Interna- 
tional City Managers Association, 
1935; Tax SySTEMS OF THE WORLD, 
edited by Tax Research Founda- 
tion, Commerce Clearing House, 
Inc., 1935; BUSINESS AND GOVERN- 
MENT, Charles C. Rohlfing, Edward 
W. Carter, B. W. West, and John G. 
Gervey, Inc., 
1935; Pusiic FINANCE, Clyde L. 
King, Macmillan, 1935; CHAPTERS 
IN PuBiic FINANCE, Paul Studenski, 
Farrar & Rinehart, Inc., 1935; Con- 
STRUCTIVE ECONOMY IN GOVERN- 


Foundation Press, 


MENT, National Municipal League, 
1934. 
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EX C HA N GIN G 


| anaes these past three years with an over-abun- 
dance of deposits and a scarcity of sound investment op- 
portunities, bank officers must now cope with still another 
problem: What to do with refunded issues. Accept the new 


low-coupon bonds? Or seek other investments for the funds? 


Of 3% billions of securities offered in 1935, approximately 
80% were for refunding. Today, this refunding continues 
unabated. More than ever before, the problem of managing 
the bond portfolio calls for a staff of capable, mature invest- 
ment specialists, constantly watching for investment oppor- 
tunities ...a personal counsellor, ever alert, to interpret and 
apply their findings to your specific needs for income, diver- 


sification, liquidity. 


May we explain to you in greater detail how Moody’s 


Supervisory Service can help your bank? 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 105 West Adams St., Chicago 
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(CONTINUED FROM PAGE 1) 


place all commodity exchanges under a 
commodity exchange commission will 
pass this session. Unless the provisions 
of the average bill for this purpose are 
greatly modified the new control of such 
business will cost the United States 
much more than the annual support of 
another Government organization. 


Trade Restrictions 


At the present rate the trade balance 
against Australia in Australian-Ameri- 
can imports and exports for the current 
year will approximate $50,000,000, and 
the situation is considered so serious by 
the statesmen at Canberra that they 
propose to place new restrictions upon 
imports from this country. Such restric- 
tions, of course, mean that eventually 
Australian exports will be curtailed. 


Recognizing Write-offs 


The announcement from Washington 
that hereafter banks will be allowed to 
charge against their income for tax pur- 
poses all write-offs imposed upon them 
by bank examiners comes almost as a 
shock inasmuch as the unfairness of 
any other course is so glaring that it 
is difficult to believe that any other 
tule has ever been imposed. This is one 
case in which vigorous protests from 
the banks have finally had effect. 


Railway Loans 


It is the understanding in Washing- 
ton that a number of the railways which 


FOLLOWING 


One of the worst tornadoes in the country’s history left a trail of destruction across 
the southeastern states. The wind damage was followed, in some places, by 


are heavy debtors of the R.F.C. will 
be compelled to increase their indebt- 
edness before they can expect to com- 
mence repayment on a material scale. 
Nevertheless, about a fifth of the half 
billion dollars or so of the corporation’s 
loans to the roads had been repaid up 
to the end of March and four of the 
principal borrowers have repaid in full. 


China’s American Bank 


The American agency of the Bank of 
China is to be opened within the next 
few weeks. The establishment of this 
direct representative of China’s prin- 
cipal banking institution is generally 
taken as an indication that the managed 
money of the Oriental republic will be 
kept somewhat closer to the dollar 
in its international value than to any 
other unit, although when the new cur- 
rency system was adopted it was indi- 
cated that an effort would be made to 
maintain it at the level of its relations 
at that time to all leading currencies. 

The fact is, however, that sooner or 
later such a unit must be managed in its 
relation to gold rather than to any varia- 
ble currency, and under such circum- 
stances and in view of China’s trade 
relations with the United States the 
dollar is the most available unit in sight. 
Incidentally, China’s sale of silver to the 
Treasury will be one of the chief means 
of maintaining the value of its currency 
in relation to the world at large and the 
new Chino-American institution can 
start business with something over 
$10,000,000 in gold as the proceeds 


Baltimore 


The City of 
Diversified Business 


is not dependent upon the progress 
of any single industry or directly 
allied industrial group. From blue 
glass bottles to fertilizer, from tin 
cans to salesbooks and from the 
refining of oil to the refining of 
sugar, its industrial community en- 
compasses a multitude of enter- 
prises and gains from so wide a 
variety an economic stability not 
otherwise obtainable. 


MARYLAND 
TRUST COMPANY 


Backing the Business that Builds 


BALTIMORE 


Member of the Federal Reserve 
“System and of the Federal Deposit 
Insurance Corporation 


THE FLOODS 


serious fire losses 


May 1936 


*This example is based upon Millers 
National’s financial statement as of 
December 31, 1935. 


To demonstrate the financial 
soundness of any insurance 
company simply figure the 
ratio of assets to liabilities as 
shown above. ® Safety rests 
with every Millers National 
policy because each dollar of 
outstanding liability is backed 
by two and a quarter dollars 
of assets. © Compare this ratio 
with ratios of other companies 
to denote the unusual sound- 
ness of this well-managed 
Company. It is an interesting 
comparison. Try itl 


MILLERS NATIONAL 


INSURANCE COMPANY 


CHICAGO, ILL. 
Established 1865 


An excellent company—Ask your broker or agent 
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We'd like you 


to know more 


about us 


\4 E’D like you to know 
more about us, and we believe 
that you'd be interested. 


We kept that in mind while 
making up our General Foods 
Annual Report for 1935. We 
tried to keep it clear, compact, 
and interesting, remembering 
that its purpose was to take the 
general public behind the 
scenes, as well as to keep our 
employees and our 63,000 
stockholders informed. 


In this report is included a 
special message to the public, 
telling them how several food 
companies by banding together 
have been able to render better 
service. 


Our report is now ready for 
distribution, and we will gladly 
mail you a copy upon request. 
Write Dept. 2. 


GENERAL 
FOODS 


250 Park Avenue 
New York City 


of sales of silver made early this year, 
with much more to follow. 


Longer Term Bonds 


Current quotations on bankable bonds 
and recent Government financing indi- 
cate that the banks are turning to 
longer term securities for their invest- 
ments. The latest Treasury issues 
showed a stronger demand for bonds 
than notes for the first time since the 
beginning of the business depression. 
As between doubts of the Government’s 
fiscal policies on the one hand and the 
greater return from bonds on the other, 
banks have been hard put to decide 
which way their money should go. 
Probably the turn to longer term in- 
vestments has less to do with increased 
confidence in the future of American 
finances than with the continued piling 
up of idle funds, the need for adequate 
earnings to meet expenses, and the fact 
that the short term policy has been car- 
ried so far as to wear earnings to a 
frazzle. 

Upswing 

Despite doubt as to the future of the 
gold bloc in Europe and the continued 
threat of war, there is clear recognition 
of an upswing in business in most coun- 
tries across the Atlantic and much less 
of a recession due to political conditions 
than might reasonably be expected in 
others. This may mean little as a dem- 
onstration of Europe’s confidence in 
itself but it means much as an illustra- 
tion of a general upswing in business 
the world over. 


R.F.C. Loans 


Next year’s financing of both the 
new housing and rural electrification 
schemes, if adopted, rests upon loans 
from the R.F.C. This has come to be a 
recognized method of approaching the 
Federal Treasury without inflicting 
acute pain on the part of the taxpayer, 
but the fact is that while such authoriza- 
tions and allotments do not add to the 
total of a year’s appropriations they 
most certainly add to the year’s ex- 
penditures, the budgetary deficit and 
the public debt. It cannot be impressed 
too strongly upon the taxpayers that 
expenditures make deficits. Not even 
appropriations count until they are 
acted upon. And a back door debt is 
just as much an obligation that must 
eventually be met as any other. 


Public Works 


Construction projects which the 
P.W.A. expects to complete for the 
most part within the next six months in 
cooperation with municipalities and 


other public bodies will cost $467. 
800,000. Other non-Federal projects 
costing $751,000,000 are also under 
way which will require a much longer 
time, some of them several years, but 
which will afford proportional employ- 
ment during the coming season. Fed- 
eral projects now in course of construc- 
tion will cost $782,000,000 in round 
figures. Under the revolving fund plan 
in which municipal securities covering 
such works are disposed of through the 
R.F.C., further projects are contem- 
plated to raise the total to nearly 
$2,000,000,000. Then, of course, new 
appropriations from Congress may 
be expected to give a further boost. 


Acceptances 


The general decline in the use of 
bankers’ acceptances as a means of 
financing domestic trade is explained 
as due to the displacement of the ac- 
ceptance by cheaper forms of credit. 
Inasmuch as the buying rates on ac- 
ceptances of 90 days and less has been 
¥% of 1 per cent for two and a half years, 
the income banks must be receiving for 
over-the-counter loans and similar di- 
rect financing approaches the vanishing 
point. 


Steel Imports 


Authorities in the steel industry, 
especially the American Iron and Steel 
Institute which has just finished a long 
study of the subject, point out that asa 
result of high wage costs in the United 
States foreign steel can sometimes be 
imported and (CONTINUED ON PAGE 8) 


F. R. B. PRESIDENT 


George J. Schaller is the new president 
of the Federal Reserve Bank of Chicago. 
Mr. Schaller spoke extemporaneously at 
the Midwest Conference on Banking 
Service in Chicago on April 2 


BLANK-STOLLER 


BANKING 


=> 
OA aA | 
B 
Z 


Kittle are the things that sometimes set off ‘far-reaching trains of circumstance 


The spot on a card has been known to wreck a man 
and a business. A secret need, some brooded complex, 
may easily carry the makings of catastrophe... starting 
with minor defection, ending with major embezzle- 
ment. Who can estimate how often “keeping up with 
the Joneses”’ has led to disaster? And seldom, indeed, 
do these human frailties fail to involve others in finan- 
cial hardship. People are like dominoes in that one 
man’s slip can cause an entire group to totter. 

That is why fidelity bonding is such an important 


part of modern business. One of the most inexpensive 
forms of business insurance, almost taken for granted 
as part of the equipment of any man in a position of 
trust... when unforeseen events occur, it becomes a 
powerful bulwark of safety. 

Fidelity bonds issued by the Maryland are recog- 
nized everywhere as a badge of character. They are 
available through 10,000 Maryland agents in every 
state of the Union and in Alaska, Canada, Cuba, 
Puerto Rico, Canal Zone, Mexico, Hawaii. 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 
Public Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator 
Accident and Health... Fly-Wheel...General Liability... Plate Glass... Electrical Machinery...Sprinkler Leakage...Water Damage...Workmen’s Compensation. 


MARYLAND Casualty COMPANY 


SILLIMAN EVANS, President 


May 1936 


BALTIMORE, MARYLAND 
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GENERAL 
MILLS, inc. 


31st Consecutive 
Common Stock Dividend 


March 26, 1936 


Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of seventy-five cents ($.75) © share upon the 
Common _ Stock of the Company, payable 
May 1, 1936, to all Common Stockholders of 
record at the close of business April 10, 1936. 
Checks will be mailed. Transfer books will not 
closed. This is the thirty-first consecutive 
dividend on General Mills’ Common. 


Signed) KARL E. HUMPHREY, 
Treasurer. 


OVER 90% 
RENEW 
ANNUALLY 


The fact that over 90% of Em- 
ployers Mutual policyholders 
renew their policies annually 
without solicitation proves the 
value of the service and saving 
offered by this company on 
Automobile, Compensation and 
other forms of casualty insurance. 


(Non-Assessable) 


HOME OFFICE 
WAUSAU, WISCONSIN 
Branch offices in the principa 


cities of the Middle West. Con- 
sult your Telephone Directory. 


MASQUES AGREES ET 
GARANTIS 
VETEMENTS xc PROTECTION 

ABRIS 
AGENCE 
PASSAGE ODEON 


ASCENSEGH 


ATELIERS ve STRASBOURG 
ENSEIGNES LAQUEES AU FOUR. 


M! PIERRE | 


ACME PHOTOS 


THE EUROPEAN SITUATION 


A Hitler election poster in German, left, and, right, a gas mask advertisement in 
French 


sold for less than the actual American 
labor costs, exclusive of the cost of ma- 
terials, on domestic steel. It is further 
contended that the 405,221 tons of steel 
imported last year displaced American 
labor to the amount of 6,450 full time 
jobs and $9,500,000 in wages, not to 
mention the loss of labor and wages to 
miners, railway workers and others 
having a subsidiary part in the steel 
industry. All this is reasonable enough 
except for the fact that if other coun- 
tries applied the same rule, the Ameri- 
can steel interests would not be able 
to export the hundred million dollars or 
so worth of raw and manufactured 
products sent abroad last year. All 
trade, including foreign, is a give and 
take proposition which must work both 
ways. 


Crops 


The Department of Agriculture through 
its Secretary figures that with fair 
growing conditions the wheat crop this 
year will produce a surplus of about 
175,000,000 bushels which, with a pres- 
ent carry-over of about 130,000,000 
bushels and exports of around 50,000,- 
000 bushels, means a carry-over of 
around 260,000,000 bushels, all of which 
may mean low prices. A corn crop of 
2,600,000,000 bushels is foreseen if the 
soil conservation program proves un- 
popular in the Middle West. All this is 
good or bad, depending upon which 
way one looks at it. 


Instalment Sales 


It is considered quite possible that 
instalment sales through retail estab- 


lishments during the current year may 
reach the volume of 1929. Various 
trade groups, notably the Retail Dry 
Goods Association, are entertaining 
some uneasiness over the prospect, 
since the 1929 volume was such that 
when the depression came it became a 
very heavy burden not only to debtors 
but to the retailers concerned. 

A record of $5,000,000,000 for instal- 
ment sales this year is considered a 
reasonable expectation; some experts 
think the total may even exceed that 
of 1929, which was placed at $6,370, 
000,000. Reasons for anticipating a 
great volume lie partly in the fact that 
while total retail sales in 1935 increased 
by 7 per cent over those of 1934, instal- 
ment sales increased by 35 per cent. 
Since this business is usually financed 
by retail house borrowing the subject has 
more than casual interest for bankers. 


Equipment Loans 


Under the amended Housing Act, 
loans for less than $2,000 for equipment 
for buildings will not be accepted for 
insurance hereafter, credit of this sort 
being restricted to amounts between 
$2,000 and $50,000. Regulations gov- 
erning the insurance of loans for repair 
and modernization as well as for equip- 
ment loans with the modification indi- 
cated are to be continued as heretofore. 
Transfer of insurance from one ap- 
proved institution to another also will be 
allowed, thus permitting refinancing as 
between bank and bank and especially 
between building and loan associations 
and banks. 

(CONTINUED ON PAGE 10) 
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Underwood Sundstrand 
Machines to replace present 
equipment in big banking in- 
stitution after three months’ 
time study shows substantial 
increase in figuring production 


AGAIN VICTOR 
N SPEED AND 
ACCURACY TEST... 


Tsr after test held under the stop-watch in the offices of 
a big New York bank proved conclusively that Underwood Sundstrands increased 
the figuring production of this well-known institution by a substantial margin. 


Forging steadily ahead on a sheer basis 
of demonstrated Performance — backing 
up advertised claims with repeated stop- 
watch tests that prove its speed, accuracy, 
durability and simplicity even to the satis- 
faction of the most skeptical, Underwood 
Sundstrand continues to replace slow, 
complex, outmoded machines in all indus- 
tries, 

Underwood Sundstrand increases figur- 
ing production because of its extreme ease 
of operation and its accelerated mechani- 
cal responsiveness. There’snot an unneces- 
sary key on the keyboard. Column selec- 
tion is automatic. Touch Figuring devel- 


Underwood Elliott Fisher 
Speeds the World’s Business 


May 1936 


ops naturally after just a few hours’ 
practice. 

The Underwood Sundstrand not 
only puts unparalleled speed be- 
hind Transit Letter writing, the 
preparation of Block and Settle- 
ment Sheets, but is ideally designed for 
general purpose listing and proving of 
all bank transactions. 

Write or telephone the nearest Under- 
wood Elliott Fisher Branch and arrange 


UNDERWOOD 
SUNDSTRAND 


ADDING—FIGURING MACHINES 


for a trial in your own office and on your 
own work. No obligation of any kind... 
except ours, which is to prove that an 
Underwood Sundstrand will give you 
greater figuring production at a lower 
cost. Every Underwood Sundstrand Ma- 
chine is backed by nation-wide, company- 
owned service facilities. 


Adding Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 


Adding Machines. . Typewriters. Accounting Machines 
Carbon Paper, Ribbons and other Supplies 


ONE PARK AVENUE NEW YORK, N. Y. 
Sales and Service Everywhere 


A 
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CURRENT OFFERINGS OF 


| 


Exempt from all present Federal Income Taxation 


ISSUE 
BOSTON, MASS., 0.68% Notes Due 11-5-1936 
MASSACHUSETTS, COM’L OF, Pub. Wks. 1’s_ Due 2-15-1939 
TRENTON, N. J., 0.94% Tax Rev. Notes Due 11-3-1936 
ROCHESTER, N. Y., Pub. Welf.1%’s Due 2-1-1938; 40-41 
MOLINE, ILLINOIS, Hospital 2’s Due 3-1-1939-41 
MISSOURI, STATE OF, State Bldg. 2’s Due 4-1-1942 
ST. LOUIS, MO., Relief 2’s Due 3-1-1942-46; Opt. 41 
IOWA CO. PRIMARY RD. REF. 134’s,,1%’s, 2’s_ Due 5-1-1937-45 
CORTLAND, N. Y., Ref. & Relief 2.20’s Due 3-15-1942-44; 46; 48-56 
DURHAM, N. C., Var. 334’s Due 1-1-1939-42 
WALTHAM, MASS., School 2%’s_ Due 2-1-1939-56 
ANSONIA, CONN., High Schl. 2%’s_ Due 12-1-1947-54; 58-60 
LEOMINSTER, MASS., Water & Sew. 2%%’s Due 4-1-1937-41; 43-56 
MILWAUKEE CO.,WIS., Metro. Sew. Area 233’s_ Due 4-1-1948-54 
CHATHAM CO.,GA., Pub.Schl. 3’s Due 2-1-1945-53 
NEW YORK CITY, N. Y., Rap. Tr. Const. 3’s_ Due 2-1-1947 


CARMEL & PUTNAM VALLEY, N. Y., C/S/D No. 1, 4’s 
Due 11-1-1938-39; 41-43 


ONEIDA, N. Y., Hosp. & Rel. 2.10’s & 2.60’s Due 1943-46; 49-50; 53-65 


RAMSEY CO., MINN., Rd. & Br. 234’s_ Due 2-1-1949-52; 54-56 
BUFFALO, N. Y., Relief 2.70’s Due 4-15-1942-43 
STROUDSBURG, PA., Boro of, Sewer 2%’s Due 2-1-1956-65 
ST. PAUL, MINN., Sewer 244’s_ Due 11-1-1956-65 

LOWELL, MASS., School 2%’s_ Due 4-1-1937-44; 56 
DANBURY, CONN., Water 3’s Due 4-1-1943-44; 46-49; 51-59 


KANSAS CITY, MO., City Hall & Traf. Way 2%’s & 3’s 
Due 2-1-1952; 55; 57-59; 65-66; 68-70 


EASTCHESTER, N. Y., U/S/D No.1, 3.10’s Due 1-15-1940-41; 44-49; 52 


HIGHLAND FALLS, N. Y., Sewer 3.10’s Due 7-1-1949-55; 57-60 
MIDDLESEX COUNTY, N. J., Hosp. 4’s_ Due 4-1-1937-39; 43-51 


INDIANAPOLIS, IND., Gas Plant Rev. 434’s 
Due 6-1-1943-45; 49-55; 57; 61-63; 66 


All offerings subject to prior sale and change in price. 
Descriptive circulars, amounts and prices upon request. 


At what level of 
income does it pay 
to buy Tax-Free Bonds 


under the 1935 Revenue Act? 


Banks will find this leaflet helpful for refer- 
ence, especially in providing accurate infor- 
mation to customers who may make inquiry 
regarding the subject dealt with. A copy 
of the leaflet will be sent upon request, 
without obligation. Write for leaflet KC-56. 


YIELD 
TO MATURITY 


0.50% 
0.70% 
0.75% 
0.60%-1.25% 
1.00 %- 1.40% 
1.60% 
1.40%-1.70% 
0.35 %-2.09 % 
1.70%-2.20% 
1.60%-2.25% 
1.10%-2.30% 
2.00% -2.30% 
0.25 %-2.35% 
2.10% -2.40% 
2.20% -2.50% 
2.50% 


1.50%-2.60% 
1.90 %-2.60% 
2.40 %-2.60% 
2.50% -2.60% 
2.55 %-2.60% 
2.60 %-2.70% 


0.40 %-2.75% 
2.10 %-2.80% 


2.70%-2.85% 
2.00 %- 3.00% 
2.80 %-3.00% 
0.70 %-3.25% 


3.40 %-3.90 % 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street + 


AND OTHER PRINCIPAL CITIES 


NEW YORK, 35 Wall Street 


(CONTINUED FROM PAGE 8) 


| Home Demonstration 


In the course of the 1936 building 
season a cooperative association of 
home building material and equipment 
manufacturers under the sponsorship 
of the General Electric Company wil] 
construct a large number of homes to 
demonstrate the value of scientifically 
planned and constructed dwellings both 
to prospective home owners and to the 
industries concerned. Last year a sim- 
ilar organization constructed more than 
300 dwellings under the supervision of 


| local committees. It is expected that 


this year’s new homes will be officially 
opened at different dates between Au- 


| gust 15 and mid-October. 


Italian Gold 


From figures which escaped Italian 


| censorship, possibly by design, it ap- 


pears that at the recent rate of expendi- 
ture Italy’s stock of gold will last until 


| the end of September. Apparently the 
| Rome government had command of ap- 
| proximately $270,000,000 in the yellow 
| metal at the end of last December and 
| it has been exporting gold to meet for- 
| eign charges at the rate of about $32,- 

000,000 a month. There is considerable 


uncertainty as to just what results were 
obtained by the “wedding ring” cam- 
paign to secure gold contributions from 
the Italian people, but the uncertainty 
seems to be over just how much the 


| campaign failed rather than how much 
| it succeeded. At all events some reasons 
| for an early move toward peace in 


Africa are evident. 


Future Prices 


Prices for most staple commodities 
are not expected to advance materially in 


| the immediate future. The Standard Sta- 


tistics Company recently suggested that 


| at current price levels advance purchases 
| of brick, copper, gasoline, lead, linseed 
| oil, lumber, paper, paraffin, rayon, scrap 
| steel and sugar were justified. Purchases 


| of barley, 


burlap, butter, cement, 
cheese, coal, cocoa, coffee, corn, cotton, 
cottonseed oil, eggs, flour, fuel oil, hides, 


| lard, lubricating oil, oats, pig iron, rosin, 


| rubber, rye, silk, silver, steel, tin, tur- 
| pentine, wheat, wool and zinc should be 
| postponed. 


Power and Light 
It is significant that in the campaign 


| now being carried on all over the coun- 
| try by power and light companies for 


the greater use of their product empha- 


| sis is being laid upon the use of power 
_ rather than light. This is especially the 
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case in household appliances. It can 
hardly be said that a maximum use of 
current for lighting purposes has been 
reached in proportion to the population 
grved, but it is quite evident that 
greater advance can be made in other 
lines and the utility companies are dis- 

sed to take advantage of that fact. 
Incidentally, line extensions are pro- 
ceeding apace, almost entirely inde- 
pendently of Government efforts to stim- 
ulate such extension. 


Railway Payments 


The first returns from railroads and 
their employees under the Railway Re- 
tirement Act are due June 30. On that 
date it can be ascertained just how 
much the carriers will be called upon to 
pay the Federal Treasury to meet their 
responsibilities under the law passed by 
Congress to take the place of the Rail- 
way Employees Retirement Act in- 
validated by the Supreme Court. The 
taxes are 314 per cent of the wages re- 
ceived by employees and 3% per cent 
of the wages paid by the carriers, and 
the total of 7 per cent is expected to 
range from $60,000,000 to $100,000,- 
000 a year. Whatever the amount, the 
drain of from $30,000,000 to $50,000,- 
000 on the railways is serious. In a 
broad way the tax would meet current 
charges on close to a billion dollars of 
their indebtedness. 


Social Security 


Many corporations are waking up to 
the fact that at their present rate of 


LABOR SAVING 


Science has come to the aid of Federal bodies conducting investigations. This 
mechanical testimony-taker was used for the first time at a Communications 
Commission hearing on March 17 
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earning, although greatly improved and 
mostly in the black, their current year’s 
operations will net a loss after they 
have paid the 1 per cent unemployment 
insurance tax on their payrolls next 
January, based upon what they pay 
their employees this year. When this 
variety of taxes for “social security” 
purposes reaches its maximum of 6 per 
cent by 1949 the whole system of indus- 
trial prices, profits and costs will have 
been changed by such imposts. A tax 
on payrolls is a vastly different proposi- 
tion from a tax on profits—more far 
reaching in some respects than a manu- 
facturers’ sales tax. In view of such 
facts many people are wondering if 
Congress realized what it was doing 
when it laid such burdens upon the na- | 
tion’s industrial activities. 


Splitting Stocks 


The rise in the prices of common 
stocks is leading to a considerable re- 
vival of the practice of “splitting” 
stocks whose price and earnings loom 
high. A number of the leading industrial 
corporations are expected to take action 
along that line in the near future. Of 
course, cutting the nominal value of 
stocks and issuing more of them changes 
neither earnings nor dividends, but 
where the stock of a concern is rather 
closely held the plan has some advan- 
tage in increasing the number of shares 
which may be traded in, thus avoiding 
some of the high peaks and low valleys 
inevitable in a narrow market. How- 
ever, it may (CONTINUED ON PAGE 13) | 


BETTER 
THINGS 


ARE BEING BOUGHT 


* People are once again becom- 
ing "Quality Conscious." They are 
weary of pinching pennies and 
buying cheaper materials at lower 
prices. 


Perhaps they can't yet afford to 
spend lavishly, but at least they 
are weighing values rather than 
price alone. They are looking at 
everything with a more critical 
eye and their appreciation of bet- 
ter things is good to behold. 


We have recognized this trend 
for some time and have concen- 
trated on bettering our product. 
Never have we cheapened it in 
order to lower the price. 


Our prices have always been low; 
too low, we often are told. But they 
are uniformly the same to all and 
they show us a normal profit—part 
of which is always being used to 
improve our facilities, so that we 
may produce quicker and better. 


We would like to make your litho- 
graph checks and would appre- 
ciate an opportunity to survey 
your requirements. Address our 
nearest plant. 


UKE 


CHECK PRINTERS 
INC. 


CLEVELAND KANSAS CITY 
ST. PAUL 


CHICAGO 
NEW YORK 
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When The Weather Gods Frowned 


ET’S turn back a few pages of history, back 
to 1934 when we experienced what was 
perhaps the worst drouth in our history. In 
many sections crops were a total loss; cattle, 
hogs, and other livestock were sacrificed for 
want of feed. There was not even enough feed 
for horses on farms where horse power was 
farm power. 

Farmers didn't quit farming. They carried on, 
for there was the next year to look forward to. 
What happened? Many of them disposed of 
their horses and bought John Deere Tractors, for 
John Deere Tractors operated on low-cost fuel, 
and when they didn’t work they didn’t eat. 

Then came 1935. In contrast to 1934, Jupiter 
Pluvius turned on the faucets to give us one of 

the wettest springs in many 
sections ever experienced. 
Soil preparation was de- 
layed; planting was late; 
weeds crept in to steal the 


show. But there were good days now and then. 
The farmer with his John Deere Tractor took full 
advantage of them. With greater capacity under 
his control, he doubled and tripled the amount 
of work he formerly did with horses. 

Sundown was no longer the end of his day, 
for he had at his command untiring power. In 
many cases he kept going day and night—plow- 
ing, disking, planting, and cultivating. He took 
full advantage of favorable conditions. Thus, the 
John Deere Tractor farmer beat the weather gods 
at their own game. 


* * * * 


There are twelve models of John Deere two- 
cylinder tractors now available—a type and size 
for practically every size of farm and every kind 
of crop. Their simplicity, accessibility and rug- 
gedness, plus the ability to successfully burn 
the low-cost fuels, mark them as the practical, 
economical tractors for farm use. 


If you haven't a copy of “Better Farming,” the catalog that covers John Deere Tractors 
and equipment, ask your stenographer to write John Deere, Moline, Illinois, for “Better 


Farming” booklet B-22. 


et oO” 


JOHN DEERE: Mourne, 
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(CONTINUED FROM PAGE 11) 

be that in many cases the split is made 
to reduce the risk of tax lightning on a 
oo prominent dividend rate. 


All Modern Conveniences 


What air conditioning, mechanical 
refrigeration and similar modern home 
equipment can mean to the average 
family is to be demonstrated this Sum- 
mer by a “ Parade of Progress”, organ- 
ized by General Motors and associated 
industries, which will embrace a 28-unit 
caravan covering more than 20,000 
miles in its travels. The model home 
exhibit is to be contrasted with a house 
dating as late as 1900, that being far 
enough away to make the contrast 
sufficiently impressive. 


Going Up 

As a result of increased traffic, larger 
ships and a general expansion of air 
trafic the aviation industry of the 
United States expects to spend at least 
$20,000,000 on new manufacturing and 
terminal facilities during the current 
year. Up to now, air traffic this year 
has increased more than 50 per cent 
over a year ago and standsat the highest 
level in the history of air transportation. 
Factories, of course, must keep pace 
with the demand for their output and 
finance will soon find it necessary to 
keep pace with industrial expansion in 
this line. 


Loans to Industry 


Statistics of direct loans to industry 
by the Federal Reserve banks and the 
R.F.C. give occasion for considerable 
thought. Under the policy of the Fed- 
eral Government both institutions— 
counting the Reserve banks as one— 
are anxious to make these loans and 
have been carrying on something of a 
campaign to expand them. Counting 
both institutions the situation is practi- 
cally static except for the fact that one 
set of loans is going up and the other 
is going down, and there is again reason 
to question how strong the demand for 
these loans really is. 

Direct loans and commitments to 
banks to cover loans of this class by the 
Reserve banks reached their high point 
last November, when direct loans of 
$32,634,000 were outstanding and com- 
mitments totalled $28,002,000, or $60,- 
636,000 in all. Since that time, however, 
the outstanding volume of such credit 
has been gradually decreasing, reaching 
loans of $32,129,000 and commitments 
of $25,866,000 at the end of February 
and witnessing a further drop of ap- 
proximately $2,000,000 by the end of 
March. Thus the decrease between 
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November and March was approxi- 
mately $4,650,000. 

In this same period the R.F.C. in- 
creased its direct loans to business from 
$37,374,000 to $47,631,000, or by $10,- 
257,000. In the case of both institutions 
the number of applications for loans has 
continued about the same from month 
to month, the Reserve banks receiving 
112 applications in November and 117 
in February. The number of applica- 
tions to the R.F.C. in either month was 
not reported. 


Loan Characteristics 


Explanation of the decrease in the 
loans of the Reserve banks is easily 
found. Between September 1 and March 
31 withdrawals, cancellations and re- 
payments of R.F.C. industrial loans 
totalled approximately $9,200,000. In 
the same period similar deductions from 
the industrial loan total of the Reserve 
banks amounted to approximately $24,- 
000,000, mostly repayments. In other 
words, Reserve bank loans of this class 
have been of shorter maturity and more 
rapid amortization—more bankable. 

Perhaps the most significant figures 
in the record, however, relate to the 
quality of applications. Of the 112 ap- 
plications received by the Reserve banks 
in November, 74 were approved. In 
February the banks approved 33 out of 
117. Inasmuch as the banks have been 
urged by the Reserve Board to make 
these loans whenever possible and have 
indicated every willingness to do so, 
the conclusion is inescapable that the 
quality of applications is deteriorating 
and that an increasing proportion of the 
applicants do not merit credit. 

On the other hand there is nothing to 
indicate that the R.F.C. has liberalized 
its requirements in any material degree, 
and this would seem to indicate that an 
increasing proportion of the applica- 
tions it receives call for credit which can 
not be brought within the rules of the 
Reserve banks in such matters. The 
lending powers of the R.F.C. in such 
credit, though temporary, are much 
broader than those of the Reserve 
banks, which are comparatively limited 
but permanent. A reasonable inference 
is that an increasing proportion of the 
credit of this sort really needed by busi- 
ness concerns is of a questionable char- 
acter from a bank standpoint. This, 
however, does not in any way challenge 

the safety of the loans made by the 
R.F.C. 


Rearranged Loans 


One fact should be noted, however, as 
a possible offset to this situation. The 
Reserve authorities have found that in 


BANK 
AUDITS 


DIRECTORS 
EXAMINATIONS 


J. F. MEREDITH 
and Company 


50 Church Street 
NEW YORK CITY 


DISTINCTION 


The Willard served as the 
official White House when 
President and Mrs. Coolidge 
lived here for a month dur- 
ing his administration. . . . 
With its modern facilities, the 
Willard retains all the tradi- 
tion exclusively its own. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


WILLARD HOTEL 
"Residence of Presidents” 
WASHINGTON, D. C. 

H. P. Somerville, Managing Director 


NEW YORK BOOKING OFFICE 
11 West 42nd Street 
Longacre 5-4500 
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a “Hammermill" has been 
advertised to the general 
public for 25 years. It is a 
name that stands for quality, 
uniformity and a standard of 
value recognized by business 
men throughout the country. 

Your depositors know 
Hammermill Papers and are 
probably using them for 
many business requirements. 

They will appreciate your 
use of Hammermill Safety 
Paper and respect your se- 
lection for your checks of a 
paper that has been stand- 
ard for many years. 


many cases where concerns have been 
refused loans by commercial banks, the 
Reserve banks have been able so to ar- 
range collateral and other matters as to 
make the loans acceptable to them. 
Thereupon the commercial banks have 
indicated a willingness to take the loans 
and have done so. How great the volume 
of loans so arranged has been is un- 
known, although it is certainly con- 
siderable. Possibly the volume has been 
large enough to more than counteract 
the decrease in loans by the Reserve 
banks. 

Possibly, also, the fact that commer- 
cial banks have taken the cream of such 
credit advances has a bearing on the 
number of the applications for loans not 
approved by the Reserve institutions. 
Nevertheless it is no secret that Reserve 
bank authorities are not exactly satis- 
fied that commercial banks are doing 
all they properly can to put out inter- 
mediate credit of this class, particularly 
in view of the manner in which they can 
protect themselves in such loans by 
Reserve bank commitments. 


Loans on Cotton 


The initial steps taken by the Govern- 
ment to dispose of its stock of loan cot- 
ton held through the Commodity Credit 
Corporation may involve considerable 
business for banks. While the commer- 
cial banks have had a far greater part 
in financing Government loans in aid of 
the cotton farmer than they have been 
credited with, any hope they may have 
entertained that loans-in-aid on the 
current season’s crop would bring them 
business have been dimmed. 


Up to March 15 outstanding loans 
under the present season’s 10-cent loan 
proposition amounted to $4,467,209 
of which all but $961,823 was held by 
banks. Loans placed later were nominal 
and loans ceased entirely as of March 
31. 

The current season’s crop benefits 
consist of loans offered up to 10 cents 
pound plus a “benefit” payment large 
enough to net the producer 12 cents a 
pound for the standard grade. Since the 
benefit cannot be paid until the crop is 
sold and the farmer has nothing to gain 
by waiting for a rise, the crop has been 
sold just as rapidly as it could be brought 
to the market—a fact which in part ex- 
plains how and why the Government 
expects to dispose of about a quarter 
of its holdings of old stock cotton in the 
next four months. 


Bank Strength 


There is no longer any question of the 
ability of the banks to serve the public 
nor of their willingness to do so. Condi- 
tion reports reflect tremendous credit 
strength—almost unlimited strength— 
but the use to which that strength is 
now put falls considerably short of 
what is to be desired. 

Total deposits in the F.D.I.C. com- 
mercial banks last year increased from 
$38,994,264,000 to $44,123,385,000, or 
by $5,129,121,000. However, deposits of 
the Federal Government and the postal 
savings system decreased from $2,210,- 
808,000 to $1,161,173,000, or by $1, 
049,635,000, and the increase in de- 
posits of what may be called private 
money was $6,178,756,000. 


A YEAR AHEAD 


Orders are being taken for coronation robes for the ceremonies in May 1937 when 
Edward VIII is crowned. The same London firm has made robes for nine corona- 
tions. In the picture below, coronets are in process of manufacture 
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ADDRESSED TO BANKERS—Because we believe they will be 


interested in pointing out to qualified business men of 


their cities, an opportunity as sound and as good as this 


WANTED: 


MEN OF CHARACTER AND ABILITY 
TO BECOME DISTRIBUTING PARTNERS WITH 
CHRYSLER CORPORATION’S “AIRTEMP” 


to IS AN OPPORTUNITY to become 


associated with the Chrysler Corporation’s 
Airtemp . . . in the distribution of modern heat- 
ing and air-conditioning equipment for all types 
of residences and businesses. 


It is, we believe, an uncommon opportunity. 
For the following reasons: 


You know what Chrysler engineering means 
...in mechanical efficiency, economy and 
dependability. That engineering leadership has 
now perfected ... after three years’ research, 
testing and experience . . . automatic oil burn- 
ers, complete boiler burners, gas-fired boilers, 
and every necessary unit to provide summer, 
winter and all-year air-conditioning for homes 
and business establishments. 


It is a complete line. All equipment has been 
simplified and standardized. Efficiency has been 


raised to a high point... never before reached. 


Prices are low. Adequate national facilities 
for financing time purchases are today available. 


Full technical becking . . . counsel and co- 
operation . . . is provided for. The right men 
can go into operation at once. 


And for these right men . . . men of responsi- 
bility, character, unquestioned business ability, 
and sound financial standing . . . we are today 
holding open many splendid territories. 


If you are interested in having a part in 
America’s new giant industry .. . if you feel 
that you are qualified ...if you can see the 
advantage of such an association with Chrysler 
Corporation’s AIRTEMP... write tous. And 
let us arrange discussions leading to a perma- 
nent and, we believe, profitable partnership. 


AIRTEMP 


iNnNCORPOQORATE D 


8021 CONANT ° 


DETROIT ° 


MICHIGAN 


DIVISION 


CHRYSLER CORPORATION 
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Investments 


INVESTMENT 
Investments 


for Trus F unas | 


vestment personnel available to 


The business of this firm consists primarily of supplying banks for following their 
institutions with a comprehensive investment service in | 
seasoned securities of the type legal for trust funds. investments. 


Our long familiarity with the legal investment field, and 
our extensive Analytical Department equip us to render a | Regular Supervision 
valuable service to trust Investment Officers in connection 
with the purchase and sale of securities in either listed or 
unlisted markets. 


Constructive Advice 


In the conduct of our business we endeavor to maintain 

toward our customers the same fiduciary attitude Inquiry Invited 

that characterizes the relationship of a trust 
company to its own clients. 


Inquiries invited 


Dick & Merle-Smith 


Members New York Stock Exchange Investment Advisory Department 
30 Pine Street 30 State Street One Wall S 
New York Boston 


b R Son founded 1797 | 
| 
continuing the security business of Roosevert & Son foun, Wilmington Philadelphia | 


Members New York Stock Exchange 


U. S. Government Securities 
To Corporation 
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Supervision of Chartered Banks 


Act one of its purposes was stated 

to be “to establish a more effective 
supervision of banking”, and yet a 
careful examination of the original 
terms of the Act indicates that it gave 
the Reserve System only limited powers 
of that sort. While one might have 
supposed from this title, and many 
people have assumed, that the Federal 
Reserve System bore the sole or at least 
a major responsibility for bank super- 
vision in the United States, this was 


[’ the title of the Federal Reserve 


By 
W. RANDOLPH BURGESS 


The author is Vice-president of the 
Federal Reserve Bank of New York. In 
the December 1927 issue of this maga- 
zine Dr. Burgess wrote on *““The Mean- 
ing of the Federal Reserve System’s 
Weekly Statements’’, an article based 
on material in Dr. Burgess’ book, 
The Reserve Banks and the Money 
Market, published in 1928. The present 
article is based on data which will ap- 
pear in a revised edition of the earlier 
volume, to be published this Summer 


on a sound basis has been one of slow 
progress, often interrupted. 


DEVELOPMENT OF SUPERVISION 


MASSACHUSETTS appears to have 
been the first state to undertake super- 
vision of banks. In 1803 her legislature 
passed an act requiring all banks to 
make semi-annual reports of condition, 
and acts a few years later provided 
limitations on amounts of note issues 
and penalties for non-redemption of 
notes. Massachusetts continued in suc- 


not the case. 

In the first place only national banks were required to join 
the Federal Reserve System, though state banks might do 
so under certain conditions if they wished. What powers the 
Federal Reserve System had over banks related solely to 
member banks, which, until recently, constituted only 
about one-third of the total number of banks in the coun- 
try and now, due to changes since the bank holiday, 42 per 
cent of the commercial banks. The rest are outside the 
jurisdiction of the Reserve System. 

Even over the member banks the powers of the Reserve 
System to supervise banking operations have been limited. 
The Comptroller of the Currency continued to be the legally 
constituted supervisory authority over national banks. He 
was charged by the law with the duty of granting new 
national banks charters, of examining all national banks, of 
endeavoring to correct faults which the examination showed, 
and of suspending banks when necessary. Similarly state 
banks were left under the supervisory power of the state 
banking authorities. Federal Reserve legislation fell far short 
of a thorough revision of the machinery for banking super- 
vision, and an attempt by the Reserve System to exercise 
general supervision even over member banks would have re- 
sulted in the confusion of divided and overlapping authority. 

The failure to include in the Federal Reserve Act in its 
original form, and even in the revisions of the Act just com- 
pleted in the Banking Acts of 1933 and 1935, systematic 
and comprehensive supervision over banking is consistent 
with the extraordinary patience of the American people in 
tolerating an unsatisfactory banking mechanism. The 
history of efforts in this country to put the banking system 
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ceeding years to extend state supervision 
and after the panic of 1837 set up a board of bank com- 
missioners who were required to make annual examinations 
of every bank. A few other states, notably New York, fol- 
lowed in the wake of Massachusetts, but in most states 
there were not even provisions for regular reports of bank 
condition. 

It was the emergency of the Civil War which finally pro- 
vided the impetus necessary to overcome political inertia. 
A great war could not be financed without an improved 
banking system. While the National Bank Act was perhaps 
designed in the main to aid the Government in financing a 
war, it was in some respects the most thoroughgoing banking 
reform ever undertaken in this country. Note issues of state 
banks were taxed out of existence by the revision of 1865, 
and it was presumed by some, at least, that practically all 
banks would be forced to nationalize or close, thus bringing 
about a unification of the banking system under national 
supervision. 

This result was, however, only partly achieved because of 
a change which was taking place in the character of banking: 
business was being done increasingly by use of checks rather 
than currency. A bank of deposit even without the power to 
issue notes found an increasingly useful function. The 
number of state commercial banks and loan and trust com- 
panies declined from 1,466 in 1863 to 247 in 1868 but then 
began to increase again until in the 90’s, and thereafter the 
number of state banks exceeded the number of national 
banks. 

While not achieving unification of the banking system, the 
National Bank Act did place the banks it included under 
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relatively effective supervision. The original act may have 
contemplated only occasional examinations, but as admin- 
istered, almost from the outset, examinations were made 
annually of each institution and without notice. 

The national system and state systems have themselves 
labored under considerable handicaps in enforcing sound 
standards. In the final analysis, the only available penalty 
at the command of the Comptroller or the state supervisor, 
when there was no defalcation justifying criminal action, 
was to close a bank, which is exactly what they sought to 
avoid. More serious still was the competition between the 
two banking systems. The power to enforce rigorous banking 
standards has always been limited by the power of the banks 
to change from national to state charters or vice versa. 
Many of the banking troubles of the past decade may be 
traced to the years from 1900 to 1920. These were years of 
rising prices and great prosperity, especially in agricultural 
regions. In this favoring soil banks sprang up like mush- 
rooms: the number of commercial banks in the country in- 
creased from about 9,000 in 1900 to about 22,000 in 1910, 
and 29,000 in 1920. This growth was especially unfortunate 
at a time when the automobile was rapidly increasing the 
area one bank could serve. The greatest growth was in state 
banks; but seeing the national system losing ground, the 
Congress in several steps relaxed the requirements for na- 


Total deposits of member banks ranged from 94 per cent of 

all bank deposits in New York State to 38 per cent in Missis- 

sippi on June 30, 1934. (Mutual savings banks and private 
banks are not included.) 
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tional banks. The resulting situation was described by 
Eugene Meyer, Governor of the Federal Reserve Board 
before the House Committee of Banking and Currency ia 
January 1932, as follows: 

“The competition that exists at the present time between 
state and national banks cannot fail to remind one of the 
competition that prevailed a generation ago among the 
various states seeking to become domiciles for corporations 
—a competition that was based upon the laxity of the laws 
governing incorporation. Nothing could be more disastrous 
than competition between the state and national banking 
groups based upon competition in laxity.” 


RESPONSIBILITY OF THE RESERVE SYSTEM 


THIS is the kind of situation upon which the Federal Re- 
serve System was superimposed in 1914 with the pious hope 
expressed in the preamble to its legal constitution that it 
might “‘establish a more effective supervision of banking in 
the United States”. 

The Reserve System does have under the law certain 
specific powers which may be thought of as supervisory, and 
these powers have been increased recently. The powers in 
the original Federal Reserve Act may be listed with brief 
comments as follows: 

1. Admission to membership and expulsion from member- 
ship.—The requiring of high standards for admission of state 
banks acts somewhat to improve the quality of state member 
banks, and a bank may forfeit membership for failing to 
comply with the law or regulations of the Board. 

2. Requiring reports of condition.—The very fact of mak- 
ing a regular detailed report exerts on a bank a kind of moral 
pressure to make a good statement. 

3. Examination of member banks.—Federal Reserve banks 
were empowered to make special examination of their mem- 
ber banks “to inform the Federal Reserve Bank of the con- 
dition of its member banks and of the lines of credit which 
are being extended by them.” Until recently few complete 
examinations were in fact made, to avoid duplicating those 
of the regular supervisory authorities, which the Reserve 
banks might accept in lieu of their own. A common practice 
was to send an examiner with the national or state examiners 
especially to look over the assets eligible for discount. 

4, Making loans —When the member bank borrows, the 
requirements that the paper presented for discount shall 
meet the test for quality, and that the bank itself shall be 
in sound condition, make towards higher standards. 

5. Granting trust powers to national banks.—Just as in the 
case of membership the maintenance of standards prereq- 
uisite to the granting of trust powers has exerted a beneficial 
influence upon the quality of banking. 

All these were supervisory powers the exercise of which 
has tended to improve the quality of banking practice. Per- 
haps more important still has been the informal influence of 
the Reserve banks in their frequent contacts with member 
banks. They have constituted a friendly central agency con- 
tinuously interested in improving the quality of banking. 
These powers taken together, however, have hardly con- 
stituted an effective supervision of banking. The field has of 
necessity been left largely to the national and state super- 
visors. 

Since the passage of the original Federal Reserve Act these 
semi-supervisory powers have been greatly increased, prin- 
cipally by the Banking Acts of 1933 and 1935. The additional 
powers may be listed as follows: 

1. Interlocking directorates—The Reserve System was 
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entrusted with enforcing the Clayton Act limiting interlock- 
ing bank directorates. 

2. Control of speculative loans.—The System was given 
power by recent legislation to refuse its facilities to banks 
making “undue use” of bank credit in speculative loans or 
“for any purpose inconsistent with the maintenance of sound 
credit conditions”, and to prescribe margins on loans for 
carrying registered equity securities; also power to fix by 
districts the percentage of capital and surplus of member 
banks that may be represented by security loans. 

3. Removal of poor management.—The Reserve System has 
power to remove officers or directors of state member banks 
who continue to violate the law or to engage in unsafe or 
unsound practices after they have been warned to the con- 
trary and after a hearing. This power will seldom be used but 
lends weight to admonitions. 

4, Examination of affiliates and giving holding company 
affiliates permits to vote stock of banks. 

5. Approval of establishment of branches. 

6. Determination of maximum interest rates to be paid on 
time deposits. 

These powers have clearly placed upon the Reserve Sys- 
tem added responsibility for the quality of the banks which 
are members, a natural consequence of the banking disasters 
of recent years. The System has recognized its new responsi- 
bilities by enlarging its examination force and increasing the 
number of the examinations it makes, especially of state 
member banks. But the old problem of ambiguous authority 
still remains. 


NEW COMPLICATIONS 


THE confusion of pre-depression days has even been in- 
creased by the introduction of two new bodies with some 
measure of supervisory powers, the Reconstruction Finance 
Corporation and the Federal Deposit Insurance Corpora- 
tion. While the Reconstruction Finance Corporation, under 
the law, does not have specific supervisory authority, the 
power to make loans and to purchase preferred stock of 
banks has involved the determination of conditions under 
which advances of funds might be made. The Federal De- 
posit Insurance Corporation, on the other hand, has under 
the law a considerable list of specific supervisory powers, 
which in some measure overlap the powers of other super- 
visory bodies. The principal powers conferred by the Bank- 
ing Act of 1935 may be listed as follows: 

1. Power to examine insured banks, or banks applying 
for insurance, although national banks may be examined 
only with the consent of the Comptroller of the Currency 
and state member banks only with the consent of the Federal 
Reserve authorities (subsections f, g and k). 

2. Power to terminate the insured status of a bank, after 
hearing (this means termination of Federal Reserve mem- 
bership on the part of a state member bank and forfeiture of 
charter on the part of a national bank) whenever unsafe or 
unsound practices, or violations “of any law or regulation 
to which the insured bank is subject” are uncovered (sub- 
section i). 

3. Power to require reports of condition from insured 
nonmember banks “in such form and at such times as the 
board of directors may require.” (subsection k). 

4. Requirement of written consent of the Corporation for 
an insured bank to enter a consolidation with a non-insured 
bank or for an insured nonmember bank to reduce its capital 
or establish new branches (subsection v). 

There are thus five separate authorities dealing with 
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DEPOSITS OF 


NONME MBER 
BANKS 
8,800 

58% 


NUMBER OF BANKS TOTAL DEPOSITS 
15,200 $41,000,000,000 


Member banks were 42 per cent of all banks in number but 
85 per cent in banking power on June 29, 1935. (Mutual 
savings banks and private banks excluded.) 


banks, the Comptroller of the Currency, the Federal Reserve 
System, the Federal Deposit Insurance Corporation, the 
Reconstruction Finance Corporation, and in each state the 
state supervisor of banking. Some banks find themselves 
having relations with four or even all five of these bodies and 
thus the possibility of duplications of examinations and re- 
ports and conflicting orders becomes considerable. 

The provision of the original Federal Deposit Insurance 
law that all insured banks must become members of the Fed- 
eral Reserve System by July 1, 1936, would have provided 
some further measure of unification of the banking system, 
further assurance of common standards, and further concen- 
tration of responsibility. But the Banking Act of 1935 post- 
poned the effective date of this provision until 1942, and so 
modified it as to require membership in the Federal Reserve 
System only of insured banks with deposits of a million dol- 
lars or more. 

Under the pressure of the crisis the various agencies shar- 
ing responsibility for bank supervision have been cooperat- 
ing wholeheartedly to put the banking system on its feet. 
The Reconstruction Finance Corporation will in time have 
its advances to banks, in the form of both loans and pre- 
ferred stock, repaid and will presumably terminate opera- 
tions, but the other four organizations are permanent and 
without the pressure of emergency their overlapping powers 
are likely to create confusion and irritation and impair 
effectiveness. 


SOME IMPLICATIONS OF RECENT CHANGES 


THE legislation of the past three years has swung far in the 
direction of Government responsibility for banking. When 
the banking system broke down in the Spring of 1933 it was 
clear that something had to be done about it. The first neces- 
sity was to get the system on its feet, and with a stability 
which could be relied upon as a basis for business recovery. 
The only way to do this was to have the Government step 
into the picture. The Government having assumed these 
responsibilities it was natural to accompany the responsibil- 
ity with a greater measure of control. Such control was 
suggested also by the defects shown by the banking system dur- 
ing the boom period. Thus the present governmental super- 
vision of banking grew logically and directly from the cir- 
cumstances. However, the plans which were devised to meet 
an emergency are not necessarily the best permanent plans 
for a sound and progressive banking system. There is a great 
deal of experience, for example, in the several states to show 
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that deposit guaranty systems tend not only to become in- 
solvent but to encourage bad banking. True, they were never 
tried before on a nationwide scale, and with national super- 
vision, but human nature is the same whether it operates 
within state or national limits, and the burden of proof rests 
upon the deposit guaranty plan as a permanent institution. 

The country has been through a disillusioning and humil- 
iating experience with respect to banking. It is discouraging 
for a great country to find it had such a poor banking system. 
A good one is essential, for bank deposits are now the na- 
tion’s money, and that money must be sound and reasonably 
stable. The Government which is empowered under the Con- 
stitution to “coin money” and “regulate the value thereof” 
has responsibility for the banking system. But it is desirable 
to be open-minded as to the particular methods which are 
likely to prove most effective over a period of years in ful- 
filling that responsibility. 


LIMITATIONS ON EFFECTIVENESS OF SUPERVISION 


IT should be acknowledged at this point that no system of 
supervision is a cure-all. Laws and regulations and examina- 
tions have been helpful but they alone cannot create good 
banking. Able and sound management is the prime essential. 
The best banking system is one which enlists the ablest man- 
agement and gives it the best training. In other countries the 
mechanism for training bankers is branch banking. A young 
man in a branch system is put through a varied course of 
training before he qualifies to become a branch manager. 
Then he remains under the supervision of the head office; 
his independent lending power is limited; investments are 
largely handled from the head office. In most countries with 
branch banking there is much less government supervision. 
In the United States a unique system of unit banking has 
been developed. As a rule each bank is independent, and 
selects its own personnel. Such a banking system must of 
necessity rely considerably on government supervision. 

The question may well be asked whether branch banking 
is not a better method of enlisting and training qualified 
bankers. But this is not the place for an extended discussion 
of that highly controversial question. Despite some growth 
in branch banking the United States has, and is likely to 
have for some time, mainly the unit bank system. The point 
to be made here is that the effectiveness of supervision de- 
pends a great deal on the basic organization and the quality 
of management of the banking system. 

Another limitation on the effectiveness of supervision is 
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MANAGEMENT 


“Quality of manage. 
ment is the prime es. 
sential,’’ says Dr, 
Burgess, of a sound 
banking system. At left, 
part of the bankers 
attending one of the 
general sessions at the 
recent Southern Con- 
ference on Banking 
Service in Memphis 


that it must of necessity be somewhat arbitrary in character. 
It must be based upon definite provisions of law and definite 
regulations. If hundreds of examiners are to have the right 
to enter banks and make formal recommendations to their 
managements and directors, the procedure must be some- 
what standardized. The individual examiner cannot be 
allowed complete flexibility to express his own likes and dis- 
likes. The necessary standardization has dangers as was il- 
lustrated during the depression. It has been the accepted 
practice for bank examiners to appraise the assets of a bank, 
and if the appraised value of the assets fell short of its lia- 
bilities, more capital had to be raised or the bank was closed. 
Now in the recent depression all values declined greatly; and 
hence, as the examiners appraised bank assets at market 
prices, they found many banks at least temporarily insolvent 
and took the matter up with the bank directors. Before this 
procedure could be changed it led directly or indirectly to 
the closing of a number of banks. 

Still another impediment of a basic sort to successful 
supervision is the practice in the United States with respect 
to time deposits. Most banks in this country accept time 
and savings as well as demand deposits. While banks reserve 
the right to require 30, 60 or 90 days’ notice for the with- 
drawal of time deposits, this right is seldom exercised and in 
fact cannot usually be exercised while demand depositors are 
free to remove their funds without notice. To require notice 
from time depositors would in fact be giving demand de- 
positors preferential treatment. The time deposits are in 
effect demand deposits, but in order to earn a competitive 
rate of interest have frequently been invested in long term 
assets. This inconsistency of borrowing short and lending 
long has constituted a basic weakness in the banking system 
and has subjected long term assets to violent deflation when 
banks have had to sell these assets rapidly to meet demands 
of time depositors. 

Looking into the future, the effectiveness of bank super- 
vision in this country seems likely to be greatly influenced 
not only by the quality of supervision itself but by the dis- 
position of a number of basic banking problems including: 

1. The relation between the national and state governments 
in their power to charter and supervise banks. 

2. The relation between various Federal bodies having some 
supervisory powers. 

3. The permanence of deposit insurance. 

4. The progress of branch banking. 

5. The treatment of demand and time deposits. 
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Stabilization, When, As and If 


“FOR the moment we require more assurance as to coming 
political and economic events before we feel it is safe to 
return to gold. Frankly, the attitude of many of us today 
is that our present monetary system is satisfactory, and that 
jn many respects we are perfectly happy where we are.”’ 


HILE British opinion is for the 
moment necessarily occupied with 


international political affairs, 
there is no doubt that, beneath the sur- 
face, matters of international econom- 
ics continue to excite attention. Prom- 
inent among these last questions is that 
of international currency stabilization. 
Practically all the chairmen of the big 
British joint-stock banks alluded to it 
in their annual addresses to their share- 
holders in the early part of the year, 
while during the latter part of 1935 
Lloyds Bank ran a series of articles on 
the question in its Monthly Review, and 
these have lately been reprinted in a 
single special issue of the Review. Yet so 
far no definite attitude has emerged. 
Broadly speaking, British banking opin- 


ion envisages the ultimate re-establish- 


ment of the gold standard both in 
Great Britain and throughout the 
world, but both bankers and statesmen 
are quick to insist that the return to 
gold must not be hurried, and that there 
are many conditions which first must be 
fulfilled. 

Part of the explanation of this cau- 
tion lies in the realization that it is im- 
possible to put back the clock. Before 
the war the gold standard was largely 
a sterling standard in disguise. It was 
controlled from London with the cordial 
assent of the rest of the world, and Lon- 
don was the pivot of the world’s finance 
and exchange. Again, most countries 
followed a relatively liberal and elastic 
economic régime, with the result that 
each country adapted itself to impacts 
from outside. Post-war experience was 
entirely different. The war _ losses, 
strains and burdens had been unequally 
distributed, with the result that new 
igidities had developed. New frontiers 
had also emerged, and these frontiers 
had developed into real barriers to 
trade. The gold standard of 1925-31 
never had a chance to function nor- 
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mally, and it is now easy to see that it 
was doomed to ultimate break-down. 
This much, however, can be said for it. 
It gave the world a six years’ breathing 
space, during which the world was able 
to recover part of its lost reserves of 
strength. 

All this is past history, and today we 
must look to the present and future. 
First, a word upon British economic 
policy since the crisis of 1931. Its funda- 
mental aims were to restore stability 
and confidence and to revive trade and 
employment. They were directed chiefly 
towards the home market, and next 
towards the Empire and those countries 
which one by one abandoned gold for 
sterling. In practice, British economic 
policy took four main forms. These 
were: 

(a) The establishment and mainte- 
nance of a régime of cheap and plentiful 
money, with the anterior object of 
facilitating the conversion of the na- 
tional debt and the forcing down of the 
long term rate of interest. This has 
proved entirely successful, and the cost 
of capital both to the government and 
industry has been substantially re- 
duced. 

(b) The stimulation of a slow but 
continued rise in wholesale prices. This 
again has proved successful, for since 
the Summer of 1932 British wholesale 
prices have risen by 13.0 per cent. 

(c) The avoidance of any appreciable 
rise in the cost of living sufficient to 
provoke a general demand for higher 
wages, which in turn would drive up 
home production costs. 

(d) To keep the foreign exchanges in 
a reasonably stable condition. This aim 


By NORMAN CRUMP 


Banking Editor of The 
London 


Economist, 


has been achieved during the past two 
years, even though the pound is not 
anchored to gold. 

Any change in British economic pol- 
icy which might conflict with these four 
practical aims would at once arouse op- 
position, the more so as it is difficult 
enough to achieve these four aims in 
combination with each other. That is 
the first and chief reason why British 
banking opinion counsels caution and 
delay, before attempting to return to 
gold. 

The arguments in favor of an ulti- 
mate return to gold may be summarized 
very easily. First, the gold standard is 
less easily abused by an extravagant 
government. England has been fortu- 
nate in that ever since she has been off 
gold she has been under a National and 
not a Socialist government, but another 
general election is due in little more 
than four years’ time, and no one can 
say what the result will be. Next, even 
those who believe that a managed cur- 
rency is scientifically the more perfect 
system recognize that in the last resort 
the public places greater trust in a cur- 
rency which, nominally, represents a 
definite physical quantity of gold. Fi- 
nally, conditions are in some respects 
becoming more favorable to a general 
return to gold. 

This last point was expounded in de- 
tail by R. H. Brand, a leading London 
banker, in the December issue of Lloyds 
Bank Monthly Review. He pointed out 
that reparations were dead, and that 
the foreign indebtedness of Germany 
and other countries had been alleviated 
by the depreciation of the pound and 
dollar, and by repurchases of their own 
bonds. The world rise in the price of 
primary foodstuffs and materials has 
reduced the disparity between indus- 
trial and agricultural prices, and has 
brought further alleviation in many 
parts of the world. Short term rates of 
interest have fallen very low. Last but 
not least, the rise in the sterling and 
dollar price of gold has stimulated gold 
production and has caused a huge dis- 
hoarding by India. Hence the fears cur- 
rent prior to 1931 of a growing shortage 
of monetary gold no longer exist. In- 
deed, if the world returned to gold to- 
morrow and revalued all its monetary 
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gold, the greater danger would be that 
of a “gold inflation” of prices. 

In favor of delay come first of all the 
arguments already advanced. Next there 
is the prevailing political uncertainty, 
sharpened by fears of war. This is 
hardly the time for agreement upon 
economic matters either to be easily 
reached or to be easily given a sound 
basis, and there is much force in a Ger- 
man argument heard recently that po- 
litical settlement must precede economic 
settlement. Again, a return to gold ina 
world given over to economic national- 
ism and covered with a network of trade 
and exchange restrictions is an idle 
dream. A relaxation of economic barriers 
must accompany stabilization, even 
though it probably cannot precede it. 
It will take a long time to bring the 
world to this point of agreement and 
simultaneous cooperation. Finally, a re- 
turn to gold by Great Britain would 
mean that the pound would become tied 
rigidly to the franc and the dollar, while 
Germany would still be free to revalue 
the reichsmark if that should be to her 
advantage. Before we put the pound 
back on gold, we must know whether 
the franc can remain on its present basis 
or whether it will be shifted suddenly on- 
to a new and lower gold parity. We must 
know whether there is going to be any 
fresh devaluation of the dollar or other 
big change in American policy. We must 
know whether there is going to be any 
devaluation of the reichsmark of a kind 
which will expose our industries to an 
intolerable degree of German competi- 
tion. 

The truth is that the gold standard of 
the future is unlikely to be controlled 
mainly from London, or to be, as it was 
in pre-war days, the sterling standard 
in disguise. If we go back to gold, we 
will be linked rigidly to the outside 
world, and we shall either have to break 


away again or else submit to a cramping 
and distortion of our own efforts to re- 
gain internal prosperity. We recognize 
the solid advantages stabilization and a 
freeing of world trade ought to bring to 
our export industries and our depressed 
areas, but we have to balance one set of 
advantages against another, and we are 
not inclined to sacrifice the substance 
of internal recovery for the chance—it 
is yet no more—of winning back a sub- 
stantial part of our lost foreign trade. 

Besides, has not sterling proved itself 
more stable than gold? When we went 
off gold in 1931, it was not sterling prices 
that rose but gold currency prices that 
fell. The variation in the purchasing 
power of the pound has been reasonably 
small during recent years, and the main 
movement in British commodity prices 
has been a slow and beneficial upward 
trend. Again recovery in the sterling 
area as a whole has been more pro- 
nounced than anywhere else, with the 
possible exception of countries such as 
the United States, Belgium and Czecho- 
slovakia, which deliberately reduced the 
gold value of their currencies. Certainly 
the sterling area is far stronger and more 
prosperous than either the gold bloc 
countries of France, Holland and Switz- 
erland, or those countries such as Ger- 
many who buttress up a nominal adher- 
ence to gold with a mass of exchange 
and trade restrictions. 

The fact is that we are in many ways 
quite satisfied with the way in which 
our monetary system works in practice 
today. In one sense, we have been back 
on gold for several years. If funds come 
into the country so that sterling tends 
to appreciate, the movement is offset by 
official purchases of gold. If funds flow 
out, the authorities sell gold. The funda- 
mental difference is that gold does not 
flow into or out of the basic reserve of 
the Bank of England, but into or out of 
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the holdings of the Exchange Equaliza- 
tion Account (often known as the E.E.), 

This distinction needs elaborating. 
When gold is acquired by a central 
bank, such as the Bank of England, it 
automatically adds an equivalent amount 
to the cash reserves of the commercial 
banks, and if they wish to maintain 
their 10 per cent cash ratio, they must 
increase their deposits by ten times as 
much and their loans, bills and secur- 
ities by nine times as much. The con- 
verse happens when the central bank 
loses gold. Hence gold movements of 
this character exert a magnified influ- 
ence upon the supply of credit, the lev- 
erage being as much as ten to one. In 
practice the central bank can do much 
to neutralize these movements through 
the medium of open-market operations, 
but sooner or later the central bank 
may have to think of its own reserve 
ratio. 

When gold is bought by the E.E,, 
the government issues fresh treasury 
bills in order to pay for the gold, and 
these bills are bought by the commercial 
banks, bill brokers, and the general 
public. Unless the central bank itself 
takes up some of these bills there is no 
alteration in the cash reserves of the 
commercial banks, for the banks, acting 
either for themselves or their customers, 
are receiving cash paid out by the E.E. 
on one hand, and are paying back cash 
for treasury bills on the other hand. It 
is true that there may be a change in 
the total deposits held by the commer- 
cial banks for their customers, and the 
banks may have to sell long term se- 
curities in order to make room for 
Treasury bills; and this last may affect 
the stock markets. Still this is not the 
point. The essential difference is that 
gold coming into or out of the E.E. hits 
the internal banking and credit struc- 
ture of the country mot at its base, 
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10 STABILIZE OR NOT? 


“fn favor of delay ... is the prevailing political uncertainty, sharpened by 
fears of war. This is hardly the time for agreement upon economic matters either 
to be easily reached or to be easily given a sound basis, and there is much force 
ina German argument heard recently that political settlement must precede 
economic settlement. Again, a return to gold in a world given over to economic 
nationalism and covered with a network of trade and exchange restrictions is an 
jdiedream. . . . We recognize the solid advantages stabilization and a freeing of 
world trade ought to bring to our export industries and our depressed areas, but 
we have to balance one set of advantages against another, and we are not inclined 
tosacrifice the substance of internal recovery for the chance—it is yet no more— 
of winning back a substantial part of our lost foreign trade.” At the left, British 
army planes over the Channel, no longer considered England’s frontier in case of 
war. At the right, one of a shipment of locomotives made in England for the 
Chinese government railways. Britain’s trade is on the increase, a favorable 


namely the gold reserves of the central 
bank, but higher up, namely at the level 
of the deposits and earning assets of the 
commercial banks. Hence, assuming the 
10 per cent cash ratio, its leverage is no 
longer ten to one, but is only one to one. 

This can be illustrated diagrammat- 
ically, by reference to the familiar in- 
verted pyramid of bank cash and 
credit 


COMMERCIAL BANKS’ 
DEPOSITS 


COMMERCIAL 
BANKS’ CASH 


<— gold into or out 
of central bank 


<— gold into 
or out of 
E.E. 


This shows how gold coming into or 
out of the central bank attacks the 
pyramid at the bottom where it exerts 
the greatest leverage. Gold coming into 
or out of the E.E. attacks the pyramid 
at the top. 

The establishment of the E.E. and 
the experience gained in its operation 
mean that we have really established 
a new monetary system which is al- 
ready being copied in other countries. 
In brief we can control the impact of 
external pressure (acting through the 
foreign exchange market) upon the in- 
ternal supply of credit. In the old days, 
if we lost gold, we had quickly to raise 
interest rates, restrict credit, cut down 
bank loans, to the general detriment of 
internal trade and employment. We 
had to do this whatever the cause of 
our gold losses—even if they were due 
solely to movements of liquid capital 
and did not arise from over-trading or 
too high commodity prices at home. 

Today we are free to use our judg- 
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balance having been reported for 1935 for the first time since 1930. 


ment. If we lose gold, it comes initially 
out of the E.E. The authorities then 
have time to consider why we are losing 
gold. If it is because home credit is in- 
flated and home prices are above the 
world level, then it would be a simple 
matter to transfer gold from the Bank 
of England to the E.E. The Bank will 
then have to take all the usual measures, 
such as raising its rate, to contract home 
credit in proportion to its gold losses. 
If on the other hand, the gold losses are 
due simply to fortuitous movements of 
international capital, then the E.E. can 
be left to stand the loss, and the internal 
credit position can be left untouched. 

I have elaborated this new technique 
in some detail, because it is conceivable 
that even when we return to gold the 
E.E. will remain in existence, as a 
shock-absorber between the inside and 
outside world. Incidentally its continu- 
ance will solve another problem, namely 
that of our revalued gold. Today we 
are quite happy with a gold reserve in 
the Bank of England of £200,000,000. 
This gold is valued at 85s. an ounce, but 
when we return to gold, it will presum- 


‘ably be revalued at 140s. an ounce. This 


would raise it to £330,000,000—and 
there is also the unknown quantity of 
gold held by the E.E. If all this gold 
were put to active use at the basis of 
our internal credit structure, we would 
at once be faced with a large redun- 
dancy of credit, and the banking system 
as a whole would be saddled with large 
excess reserves. 

If the E.E. remains in being, it can 
not only continue to hold its own but 
can take over the surplus gold accruing 
to the Bank of England from the reval- 
uation of its stocks. I cannot help feel- 
ing that if more of the United States’ 
stocks of monetary gold had been held 
in the Stabilization Fund and less gold 
(or its equivalent in certificates) had 
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been given to the Reserve Banks, the 
American problem of member banks’ 
excess reserves might have been avoided. 
I do not want to lay too much stress on 
what is really an outside view, but this 
point supports the argument that Ex- 
change Equalization Accounts could 
perform useful functions in the gold 
standard of the future. They would act 
as a buffer or shock-absorber, and while 
they would not enable a country ‘to 
isolate illegitimately its internal affairs 
from the outside world, they would im- 
part to the gold ‘standard a very neces- 
sary element of elasticity. They would 
also make it easier to regulate the sup- 
ply of active gold to the world’s needs, 
by providing storehouses for any sur- 
plus gold which might not be required, 
and which, if it came into active use, 
might only cause a dangerous inflation. 

All this, however, is looking forward 
into a future of an extremely uncertain 
character. For the moment we. requite 
more assurance as to coming political 
and economic events before we feel it is 
safe to return to gold. Frankly, the at- 
titude of many of us today is that our 
present monetary system is satisfactory, 
and that in many respects we are per- 
fectly happy where we are. 
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A Real “Bank X”? ... 


The traditional method of explaining the process by which a 
commercial bank creates deposits through lending opera- 
tions is to make use of an imaginary Bank X in an isolated 
community. Bank X is a convenient pedagogical device, but 
to many students there is an air of unreality about its opera- 
tions. For this reason the author believes it worth while to 
tell the story of a real Bank X, established at Fairbanks, 
Alaska, during the days of the gold boom. 


N MARCH 1905 W. H. Parsons, - 


later president of the Dexter Horton 

National Bank of Seattle, and his 
associates in the Washington Trust 
Company of Seattle, founded The 
Washington-Alaska Bank of Fairbanks. 
Mr. Parsons and the bank’s cashier, 
Frank E. Barbour, arrived in Fair- 
banks about March 15, having come in 
over the snow and ice with $100,000 of 
currency in their belts. They carried 
with them, also, a bank charter ob- 
tained under Washington law, and a 
permit to operate in Alaska. 

Those unfamiliar with Alaskan geog- 
raphy will discover, by consulting a 
map of the territory, that Fairbanks is 
situated in the interior, 467 miles by 
rail from Seward, the coast terminus of 
the present Government-owned Alaska 
railroad. (The railroad began opera- 
tions in 1916.) It is also about 250 miles 
up the Tanana River from its conflu- 
ence with the Yukon. In the early gold 
days the river was the highway of com- 


merce, but it was a route that was 
open only a few months in the Summer, 
ordinarily from June to September. It 
would be convenient for purposes of our 
illustration of an isolated bank to be 
able to state that, when the river was 
frozen, all communication with the 
outside world was cut off. But this was 
not literally true even in 1905. A 
Government-owned cable and telegraph 
line stretched as far north as Fairbanks; 
mail and a few perishable articles were 
brought in over the snow-covered trails 
by dog teams and horses. The move- 
ment of bulky freight, however, was by 
way of the river, and to this extent 
Fairbanks was a completely isolated 
community from September to June. 
When Mr. Parsons and Mr. Barbour 
arrived in Fairbanks it was a booming 
town, gold seekers from the Klondike 
and Yukon districts having located the 
yellow metal in that vicinity. Money 
was scarce and prices were high. The 
circulating medium consisted of a lim- 


In order to facil- 
itate the han- 
dling of gold, 
theWashington- 
Alaska Bank 
early established 
its own assay 
office. The bank 
received gold 
here at full mar- 
ket value, less 
transportation 
and other 
expenses 
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ited number of silver coins which served 
for small transactions and gold dust in 
bulk at $16 per ounce for the larger 
purchases. 

As a medium of exchange gold dust 
had the advantages of being universally 
acceptable and capable of conversion 
into cash or credit “outside”’ as soon as 
navigation opened in the Spring. On the 
other hand, it was inconvenient and 
wasteful to have to open a pouch and 
weigh out, for instance, half an ounce of 
dust to make an $8 purchase. More- 
over, there were variations in the degree 
of purity of the metal; some ounces 
were worth only $16, while other gold 
should actually have brought its owner 
more, since the mint price was then 
$20.67 for pure gold. 

Placer mining prevailed in the Fair- 
banks area, but the gold was not found 
in surface sand and gravel. Instead, the 
miner had to sink a shaft to the bed 
rock or layer of sand and gravel con- 
taining the dust and nuggets. Washing 
of gold awaited the Spring thaw, when 
running water was available in the 
streams. Meantime in the severe Winter 
months the gold miner laboriously dug 
out the frozen pay dirt and piled it on 
a “dump” awaiting the Spring and 
Summer days when he could wash out 
the gold in his sluice boxes. In order to 
facilitate the digging process, in a land 
where the ground was frozen Winter 
and Summer, the miners burned piles 
of wood on the earth and thawed the 
ground sufficiently to make digging 
possible. When bed rock was reached 
one of the miners picked out the pay 
dirt while his partner hauled it to the 
surface, usually with a crude windlass, 
and piled it on the “dump”. There it 
awaited the flow of water in the creeks, 
when the washing process began. 

Gold from the Fairbanks district 
was shipped to the Government assay 
office in Seattle or to the mint at San 
Francisco. A principal service which the 
new bank expected to render was to 
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Banking 


By HOWARD H. PRESTON 


The author, Professor of Money and 
Banking, University of Washington, 
states that the bank described here was 
not the only one in Fairbanks at this 
period, but that it was a pioneer. Cap- 
tain E. T. Barnett had already estab- 
lished an unincorporated banking office 
which later became the Fairbanks Bank- 
ing Company 


deal in gold on a commission basis. The 
banker made advances on the gold at 
the rate of $16 per ounce. Each miner’s 
gold was kept separate and when the 
returns came from the assay office he 
was paid the balance due, less shipping 
costs and the bank’s commission. 
Before the coming of the bank the 
miner had been compelled to wait 
weeks or months from the time his 
sluicing operations began until he re- 
ceived his returns from the sale of gold. 

In the Spring of 1905 washing of gold 
began about April 10, less than a 
month after the bank officers arrived in 
town. Almost overnight the new bank 
was confronted with an unusual kind of 
run, a run of miners desiring to convert 
gold into currency. The first rush 
brought about six or seven hundred 
thousand dollars’ worth of gold to the 
door of the bank. 

At the outset the bank’s officers un- 
dertook to make advances on the gold 
in the form of currency, but in a very 
short time had paid out approximately 
half of their $100,000. It was apparent 
that their currency supply would not 
last the first day. Hurriedly an agree- 
ment was reached with the merchants 
to accept checks in payment for goods; 
in turn the bank agreed to transfer 
funds “outside” for them. Mr. Parsons 
then called a meeting of the miners at 
the bank. Mounting a box in one end 
of the crowded room he explained to the 
assembled miners that the bank was 
ready to continue to make advances, 
but that payment could be made only 
with deposit credit. He assured them 


May 1936 


. . « A Story of Capitalism 


that their checks drawn upon the credit 
thus created would be an acceptable 
means of payment in the community. 

Some of the miners were familiar 
with checking accounts; others could 
not even sign their names. All agreed, 
however, to the banker’s proposal. 
No service charge was imposed upon 
checking accounts, and the use of checks 
of small denomination was encouraged. 
It was a mark of distinction to pay 
bills with checks, and thus bank credit 
quickly became the principal medium of 
payment in the community. Instead of 
presenting checks for conversion into 
cash, the merchants and tradespeople 
generally opened bank accounts. 

There are no available records of the 
bank’s transactions in those early 
weeks. Even if obtainable, it is doubt- 
ful whether they would adequately de- 
pict the situation. Mr. Parsons states 
that the typical transaction was handled 
as if the bank had made an outright 
purchase of gold. Instead of debiting 
loans and discounts when making the 
advances against gold, the banker 
treated the gold as his property and 
entered it as an asset at cost upon his 
books. When the gold was sold to the 
United States mint or assay office he 
made an adjustment with his customer 
for the balance due him. Moreover, the 
bank did not charge interest on a regu- 
lar time basis for advances made; the 
usual rule was to make a flat charge 
which included interest and commission 
for services rendered. 

Some miners preferred to borrow 
against their “poke” of gold or upon 
the security of gold in the bank’s vault 
or warehouse, and in these cases the 
entry was to loans and discounts. In 


The tent which was the bank’s tem- 
porary office after a fire swept Fairbanks 
in 1906 


addition to advances against gold, the 
bank lent to merchants to buy goods 
and to some of the miners on the gold 
in their “dump” or even in the mine, 
on the security of fish, fur, meat or 
wood, or provisions placed in warehouse 
against which warehouse receipts were 
issued. The latter commodities were 
considered as good as gold in obtaining 
credit. 

Mr. Parsons states that the bank 
handled approximately $6,000,000 of gold 
the first season. In 1905 the first boat 
from “outside” reached the city about 
June 10. By that time the bank’s de- 
posits were approximately $2,000,000. 
Advances made on gold had exceeded 
that amount, but in line with the agree- 
ment with the merchants the bank 
transferred out their deposit credit in 
order to enable them to pay bills “out- 
side” and to buy stocks of goods for 
shipment on the first boats leaving for 
the North. 

Transfers were possible through bank- 
ing arrangements with Mr. Parsons’ 
associates in Seattle. When a large 
company’s deposit account had reached, 
say, $100,000 or $150,000 a draft would 
be issued or a transfer made by tele- 
graph. The Seattle correspondent bank 
would honor the draft and charge the 
amount as an advance to the Alaskan 
institution; that bank readily liquidated 
these advances when the gold was later 
sold at the Seattle assay office. Because 
transfers did take place, the bank does 
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not furnish an example of a completely 
isolated institution even in the Winter 
months. But transfers were made for a 
very limited number of firms; the vast 
majority of depositors used their funds 
only in local payments which were not 
converted into cash, but were rede- 
posited in the same bank. 

The original $100,000 of currency was 
later augmented by that carried in by 
new settlers. Very little currency left 
the community, until it became dirty 
and worn and was sent out by the bank 
to be exchanged for fresh new currency. 


During the succeeding years deposits 
fluctuated between $1,250,000 and $2,- 
500,000, loans became more diversified, 
and the bank operated more nearly like 
other established banks. The bank es- 
tablished its own assay office, and gold 
was thereafter received at full market 
value less transportation and other 
expenses. When the bank was subse- 
quently sold to other interests, its 
principal assets were gold, bank bal- 
ances and cash. 

The writer’s chief purpose in pre- 
senting the bank’s story is to set forth 


PROSPEROUS TIMES 


The bank soon outgrew its first quarters in half a store building. By 1907 the 

frontier had a distinctly metropolitan appearance, and the bank was housed in a 

three-story ‘‘skyscraper”’ (below). Above, a sleigh party, with some of Fairbanks’ 
typical buildings in the background 


the developments of the early weeks 
when it created approximately $2,000, 
000 of deposits with a capital of $100,000 
and a cash reserve of equal amount, 
As a consequence of its operations, 
the “money” of the community was 
changed almost in a day from gold dust 
to bank deposits, circulating by means 
of checks. 

Lest some reader may conclude that 
this bank credit was mere “fountain 
pen” money with no sound assets be- 
hind it, it must be recalled that the ad- 
vances were made against sound values, 
chiefly the commodity gold. The bank 
made the assets of the community 
available as a means of payment. If it is 
contended that the bank made large 
profits by advancing credit to 20 times 
its own cash assets, this point, too, is 
freely granted. Its aggregate profits 
were large, but the service cost the 
people of the community far less than if 
the bank had undertaken to pay out 
currency for every dollar’s worth of 
gold handled. In fact, it would have 
been impracticable to conduct the 
business on that basis. The bank’s 
typical charge was 2 per cent, including 
interest. Because of the volume of 
business, its earnings were large. But 
when a miner was confronted with the 
alternatives of paying out gold dust at 
$16 per ounce, of waiting several 
months for his money, or of using the 
bank’s services, he elected the latter. 
In so doing, he paid 32 to 34 cents to 
have an ounce of gold converted into 
$16 of deposit credit which was immedi- 
ately available, but he still had an 
equity in the gold and received the 
balance due him when the returns 
came back from the assay office. This 
amounted ordinarily to $1.50 to $2.00 
per ounce after all expenses. 

For the most part, The Washington- 
Alaska Bank gives an actual illustration 
of a complete banking system. It con- 
verted the more liquid assets of its 
community into bank credit which 
could be readily transferred. It reared a 
column of deposit credit ten to 20 times 
as high as its capital. Very few of the 
checks issued against it were converted 
into cash; clearing for it was almost 
entirely a bookkeeping operation. Its 
liquidating power was constantly tested 
by the demand for transfer of deposits 
into purchasing power on the “outside”. 
It provided the community with a more 
convenient and economical means of 
making payments than the crude 
system which it had superseded. Its 
story provides realistic illustration of 
important principles in simple form. 
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rime situation 
States the breaking up of some of 
the most notorious of the criminal or- 
ganizations, the arrest and conviction of 
their members, and the fear of the law 
instilled in the minds of other gangsters, 
merely means that the country has 
taken its first steps in what must, of 
necessity, be a rather long journey. 
Undoubtedly it can be fairly said that 
much has been accomplished. The 
destruction of these thoroughly organ- 
ized, well financed and highly protected 
gangs in itself has meant much to the 
general public if for no other reason 
than that it has demonstrated that the 


law still lives. Perhaps more important, | 


the increased cooperation of all law en- 
forcement agencies under a leadership 
forced upon the Federal Government by 
the interstate nature of the problem of 
organized crime, and the enthusiastic 
support of public and private organiza- 
tions such as the Protective Division of 
the American Bankers Association, 
have given both a general impetus and 
practical aid to the anti-crime move- 
ment which promises more for the 
future. 

The machinery of law enforcement 
has been and is constantly being im- 
proved. Legislation passed by Congress 
within the past two years has enabled 
the Federal Government to supplement 
and, to some extent, direct the efforts of 
states and municipalities in the detec- 
tion and apprehension of criminals, and 
interstate compacts are filling in the 
crevices between state and Federal 
legislation which might otherwise aid 
the criminal to escape or delay the 
processes of law. The school for the 
training of selected state, municipal and 
other law enforcement officers in the use 
of the most scientific means and meth- 
ods of criminal detection in the Depart- 
ment of Justice in Washington is func- 
tioning successfully and has already 
turned out a considerable number of 
well trained graduates. The finger print 
and other detectional machinery organ- 
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The Anti-Crime Wave 


By HOMER CUMMINGS 


Attorney General of the United States 


‘“We are developing in the country as a whole,”’ writes Mr. Cummings, ‘“‘a method 

of dealing with crime, especially organized crime of the more serious classes, 

which accords with our constitutional limitations and with the genius and tradi- 

tions of our people.’’ Above, an investigator, in the Justice Department’s labora- 
tory, weighing a document on a delicate balance 


ized by the Department is coming into 
more and more general use. Coopera- 
tion between state, municipal and Fed- 
eral authorities is becoming closer. The 
use of municipal and state police radio 
broadcasting services is being rapidly 
extended and elaborate experiments 
with two-way communication services 
between officers and headquarters are 
being carried on with marked success. 
In short, we are developing in the coun- 
try as a whole a method of dealing with 
crime, especially organized crime of the 
more serious classes, which accords 
with our constitutional limitations and 
with the genius and traditions of our 
people. 

That this means a solution of the 
crime problem, however, is far from be- 
ing true. Crime is still a major problem 
of our American civilization. 

In some respects the most encourag- 
ing feature of the present situation is 
the fact that the American people have 


been brought to see this problem in a 
new light. To solve a problem it is first 
necessary to understand exactly what 
the problem involves. The general pub- 
lic is gradually being brought to regard 
crime and criminals in their wider as- 
pects as a challenge to society, to gov- 
ernment itself. It is commencing to be 
more fully realized that the end of crime 
cannot be attained merely by detection, 
arrest and punishment of the criminal. 
Crime is a social question with all sorts 
of ramifications touching nearly all the 
activities and conditions of life, and 
must be handled from a social as well as 
a legal standpoint. The object of all law 
is not alone the punishment but also the 
prevention of wrong. Punishment is a 
means to an end and to prevent crime 
the public must go to its sources and 
seek to divert into social aid those 
forces which for reasons to be deter- 
mined and overcome have been diverted 
into anti-social channels. 
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Anti-crime administration and the 
crime problem in general have been 
greatly complicated by imperfectly con- 
ceived efforts to solve some of their 
phases, especially in such matters as 
parole. Because of the variations of 
statutory provisions in regard to parole, 
pardon, probation, commutation, sus- 
pended sentences and other forms of re- 
lease procedures, it has been thought ad- 
visable to investigate thoroughly the 
subject. 

The importance of parole and its ad- 
ministration suggests that the time is 
opportune for a nationwide examina- 
tion of this problem, vitally related as 
it is to the proper administration of 
criminal law throughout the country. 
Because of the variations existing 
among the statutes and practices of the 
several jurisdictions, I was convinced 
that such survey should include pardon, 
probation, commutation, suspended 


sentences and similar subjects. With 
these considerations in mind the De- 
partment has procured funds from the 
Works Progress Administration for such 


‘“‘The increased cooperation of all law enforcement agencies,’ 


inquiry, which is now being made. 

The facts thus secured, the compari- 
sons of experience thus made possible, 
the interchange of information thus 
facilitated and the varied results shown 
to have been obtained through con- 
trasting methods and techniques will, it 
is hoped, be of great practical benefit in 
dealing with the crime problem. 

In recent months it has been demon- 
strated rather convincingly that gov- 
ernmental agencies—Federal, state and 
local—with the cooperation of inter- 
ested groups of citizens, can deal with 
emergencies in crime and the more open 
and notorious defiance of the law can be 
overcome, although the degree of suc- 
cess so far achieved should blind no one 
to the fact that a recurrence of such 
emergencies may come at any time and 
that all agencies concerned must be pre- 
pared at all times to resort to militant 
methods to protect life and property. 

But the mere meeting of emergencies, 
the apprehension of notorious criminals 
and the breaking up of criminal gangs 
are not enough. After emergencies are 


’ says the author, 


‘“‘under a leadership forced on the Federal Government by the interstate nature 

of the problem of organized crime, and the enthusiastic support of public and 

private organizations such as the Protective Division of the American Bankers As- 

sociation, have given both a general impetus and practical aid to the anti-crime 

movement which promises more for the future.”’ Below, a map which shows the 

distribution of city and state police radio broadcasting stations, cooperating for 
the common purpose of apprehending criminals 
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met must come the calm, dispassionate 
thoughtful efforts necessary to bring 
crime under permanent control and in 
this less spectacular, less dramatic and 
slower but, in the long run, more impor. 
tant method of approach the importance 
of the cooperation of the ordinary citi. 
zen must be emphasized. It is a matter 
of common experience that crime is at a 
minimum in communities where there 
is active, militant, and persistent op- 
position not only to crime but to all who 
aid and abet crime in any manner or 
degree. Criminals do not long exist 
where an aroused public opinion refuses 
to tolerate them. 

The help needed is not the sporadic 
effort of zealous enthusiasts but rather 
the aid of earnest workers of practical 
experience familiar with the obstacles 
which are certain to arise and deter. 
mined to overcome them. The summons 
to enlist in this movement is more than 
a call of minute men to resist a sudden 
invasion. It is a call to patience, intelli- 
gence and ceaseless labor, continued 
over a long period of time, in a lessening 
degree, perhaps, but nevertheless as 
long as our civilization continues. The 
successful detection, punishment and 
ultimate prevention of crime are funda- 
mentally and largely matters of the 
responsibility of the leaders of each 
community—bankers, business and pro- 
fessional men. 


BASED ON DATA FROM THE FEDERAL COMMUNICATIONS Com MISSION 


BANKING 


Myron C, Taylor, U.S. Steel chairman, 

reported at the stockholders’ annual 

meeting on April 6 that the company’s 

operating rate had reached the highest 
point since 1930 


Fred W. Sargent, president of the 

Chicago & North Western, told the 

annual meeting of his stockholders that 

studies indicated his railroad was in an 
upward business cycle 
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Business Reports to Its Stockholders: 


Steel, Communications, Electrical and 


Building Equipment, Transportation 


Walter S. Gifford, president of A. T. 
& T., informed the shareholders that 
the Bell System gained 201,000 tele- 
phones net in the first quarter, com- 
pared with 113,000 a year ago 


Clarence M. Woolley, chairman of the 
board of American Radiator and Stand- 
ard Sanitary Corporation, reported a 
30 per cent sales increase in the first 
1936 quarter compared with 1935 


Westinghouse Electric & Manufactur- 
ing Company, of which A. W. Robert- 
son is chairman, reported first quarter 
net profit of $3,732,454, an increase of 
$1,405,958 over the 1935 period 


ALL PHOTOS WIDE WoRLD 


American Rolling Mill’s 1935 net profit 

was $4,310,129 against $966,566 in 1934. 

George M. Verity, chairman, said the 

company’s 1935 tax bill was equal to 
73.5 cents a common share 
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TENANTS 


Mortgage Data Records 


vided into three main groups: (1) 

those which are owned by the 
bank under foreclosure, (2) those which 
are in a distressed condition and man- 
aged by the bank, and (3) those which 
are current. In addition to these bank 
mortgages there are others in the trust 
department, if the bank has a trust de- 
partment. While the problems applying 
to the records of the owned and man- 
aged mortgages are stressed here, 
nevertheless many of the records de- 
scribed are just as applicable to the 
current mortgages. 

The most satisfactory way that has 
been found to handle mortgages is to 
set up a distinct mortgage or real estate 
department, transferring to it all man- 
aged property, even those properties 
in the trust department, thus concen- 
trating all real estate properties under 
one management. 

In the managed mortgages, the first 
thing necessary is an agreement be- 
tween the owner and the bank whereby 
the owner constitutes and appoints the 
bank a true and lawful attorney to take 
any action it sees fit. Banks which have 
set up this real estate department have 
not experienced any difficulty in ob- 
taining such an agreement, for the 
reason that under it the owner has a 
much better chance of salvage than 
under any method of foreclosure pro- 
ceedings. 

One of the principal forms required 
for managed property is an individual 
ledger sheet for each piece of property. 
Because this form is so important, it is 
illustrated above. While this particular 
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Ri estate mortgages may be di- 


By E. S. WOOLLEY 


form is for use on machine bookkeeping 
equipment and is of the same size as 
the individual ledger sheets of the com- 
mercial department, the headings could 
just as well be used with pen and ink 
ledgers. 

The same form is used whether the 
property is owned, managed or in the 
trust departments, the ledger sheets 
being of different colors and displaying 
departmental numbers, “1” for owned, 
“2” for managed and “3” for trust 
department properties. 

To this ledger sheet is posted all of 
the expenses and income of the par- 
ticular property. Expenses include the 
repairs or improvements which are 
placed on the property in order to put 
it into a rentable or salable condition. 
These expenses are carried as Costs Ad- 
vanced and the income as Income De- 
ferred. In this way repairs or improve- 
ments are not capitalized by being 
added to the original mortgage, which, 
in such cases, is usually at a high enough 
figure. By crediting the income as /n- 
come Deferred on the same ledger sheet, 
the account shows in the red, or as a 
debit balance, until such time as the 
income has offset the expenses. This 
method is not only practical as showing 
the exact status of the property at all 
times, but is also legitimate because 
when the repairs or improvements are 
made it is with the hope that they can 
be recovered. 

In order to facilitate filing, each piece 
of property is given a number and all 


papers are filed under that number, 
bank-owned properties being preceded 
by the number “1”, managed proper- 
ties by “2” and trust properties by 
“3”. The real estate department is kept 
distinctly separate from the bank, and 
only the control figures are carried on 
the bank’s books. The expenses of re- 
pairs and improvements are carried on 
the bank’s general ledger under some 
title such as Real Estate Costs Advanced 
and the income under Real Estate In- 
come Deferred. When these costs have 
been absorbed, the excess income is 
periodically closed to undivided profits. 
Any properties sold are naturally closed 
out as and when sold. 

All repairs or improvements to prop- 
erties are contracted for on a competi- 
tive bid basis. A regular form, printed 
by the bank, is used for this purpose. A 
small form is used for incidental work 
and a larger form for contracts that run 
over a certain specified sum. By setting 
up such a separate department, those 
in charge of it soon become conversant 
with the amounts which should be paid 
for different classes of work or material 
and are thereby enabled to reduce 
costs. 

The general books of the real estate 
division are very simple. All that are 
required are Cash Receipts and Dis- 
bursements Journal, which can be 
bound under one cover. These journals 
require columns headed for date, name, 
amount, costs advanced, income de- 
ferred. The same headings are all that 
are needed on the general sub-divi- 
sions of owned, managed or trust, and 
they can be separated into these di- 
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visions by “make-ur-own” tabs. This 
enables better controls of each di- 
vision. Reports of the daily totals of 
each division are posted to the gen- 
eral ledger of the bank from the daily 
settlement sheets prepared by the real 
estate department. Supplemental rec- 
ords that are required are rents receipts 
ledger, which is posted alphabetically 
under the name of the renter, rent 
notices, rent receipt cards, tenants’ 
requests for repairs, daily settlement 
sheets and debit and credit tickets. 


ESSENTIAL FACTS 


IT is most important that all the in- 
formation regarding any property be 
quickly and easily obtained. It has 
been found that giving each piece of 
property a number and filing all the in- 
formation pertaining to such property 
in one place under that number accom- 
plishes this result better than any other 
method. A summary of essential in- 
formation can be contained on one 
sheet. This sheet should show at least 
the following: 


name and address of mortgagor 

address of property liened by mort- 
gage 

date of mortgage 

original amount of mortgage 

present amount of mortgage 

interest paid to -—— 

status of taxes 

date of appraisal 

amount of appraisal 

judgments 

collateral loans 

checking account 

savings account 

trust account 

will subject qualify for F.H.A. mort- 
gage? 

will subject make application for 
F.H.A.? 

reasons if subject cannot qualify for 
F.H.A. 

commitments 


In addition, this sheet could also list 
all the papers which are contained in 
the file such as appraisal, insurance 
policies, extracts from minutes, etc. 

These are supplemented by Report on 
Mortgage and Property Investigation 
Report. The Report on Mortgage is re- 
quired only for distressed mortgages 
and should contain full information as 
to the date and recording of the original 
Mortgage, and arrears of taxes and 
other claims against the property un- 
der the general title of Liens Prior to 
Bank’s Interest. It should also show the 
estimated income and fixed charges, 
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and the amount of repairs which will 
be required. A detail of the insurance 
carried should also be shown. 

The Property Investigation Report can 
be used both in the case of distressed 
mortgages and in the case of new mort- 
gages. In addition to showing address, 
description of location, appraisal values, 
etc., it should also contain other in- 
formation, such as nationality of mort- 
gagor and how he is employed, whether 
or not the owner has other collateral, 
credit reports, etc. In other words in 
making new mortgages, as in making 
loans, ability to pay is a prime requisite. 
The bank does not want to repossess, 
but it will have to if the ability to pay 
is not present. Looking to the value of 
the property to the exclusion of the 
ability to pay has accounted for many 
distressed mortgages. 

The file should also contain extracts 
from the minutes of the committee, or 
directors, pertaining to the property. 
At these committee meetings there are 
usually a number of properties consid- 
ered. If these minutes are contained 
only in the general minute book and are 
not extracted and filed according to the 
property, a great deal of time is con- 
sumed when it is necessary to refer to 
the decisions, and it frequently is. 


VALUE OF F.H.A. PLAN 


MANY of the forms, particularly the 
investigation report form, will serve 
equally well with new mortgages as with 
the distressed mortgages. In fact, the 
use of such detailed forms might pos- 
sibly have aided in saving some mort- 
gages from getting into a distressed 
condition. 

Experience has shown, however, that 
more can be accomplished in this direc- 
tion through the placing of mortgages 
on an amortization basis, either through 
the F.H.A. or in the bank itself, than 
by any other means. A number of banks 
and borrowers are beginning to realize 
the value of mortgage amortization and 
are placing as many mortgages as pos- 
sible on that basis. As illustrative of the 
value which accrues both to the bank 
and to the borrower, there is repro- 
duced hereunder a letter which one 
bank sends to its mortgagors: 


Dear Sir: 
re Mortgage $700.00 

Recently we had occasion to aid one of the 
many of our mortgagors, whom we consider 
our friend—as we consider all of our mort- 
gagors—to refinance his mortgage through 
the offices of the Federal Housing Adminis- 
tration. After settlement he remarked that 
he regretted that the plan offered by the 
F.H.A. had not been in existence some 20 


years ago. He also stated that the mortgage 
had been on his home since 1909, and that 
he was starting rather late in life in amortiz- 
ing his mortgage under the 20-year plan. 
However, he hoped to accomplish this before 
his death. 


This interesting conversation led me to 
wonder just how much interest he had paid 
during the period that the mortgage had 
been on his home, and the result was some- 
what startling. His mortgage was $3,500 
and he had paid $5,670 over a period of 27 
years, with nothing to show but interest 
receipts. 


If the mortgage in 1909 had been placed on 
the same basis as that afforded by the F.H.A. 
the result would have been somewhat differ- 
ent. His payments would have been $6,- 
218.94; and instead of having interest re- 
ceipts to show for his payments, he would 
have owned his home clear of debt. What a 
comfortable feeling this must be to those 
who have been fortunate enough to be able 
to pay their mortgages and to say, ‘I own 
my own home.’ 


On a $3,500 mortgage under the F.H.A. 
20-year plan, payments would total $6,- 
218.94, or $2,018.94 more than would be 
paid on a straight mortgage at 6 per cent 
interest for the same period. However, both 
principal and interest are completely liquidated 
under the F.H.A. plan. 


The monthly payment on a straight mort- 
gage of $3,500 at 6 per cent interest without 
principal reduction is $17.50, or $210 yearly, 
as compared with a monthly payment of 
$26.13, or $313.56 yearly, under the 20-year 
F.H.A. plan, which liquidates both interest 
and principal in full. 


There are other advantages provided by the 
plan. For instance, the yearly tax is prorated 
over a 12-month period, as well as fire in- 
surance. One-twelfth of the yearly sum is 
added to the monthly payment, so that the 
mortgagor knows definitely each month just 
how much his monthly payments are. In- 
stead of being obliged, in many instances, to 
pay penalties on taxes that are not paid when 
due, discounts may be taken. The mortgagor 
need not worry over the possibility of having 
his mortgage called for payment at a time 
when least expected. An F.H.A. mortgage 
can not be called for payment. 


It is an undeniable fact that a property is 
easier sold when already financed. Few 
people will buy property subject to mort- 
gages that may be called for payment at a 
moment’s notice. You do not deal with the 
Government, as your mortgage is actually 
held by the trust company, and the Gov- 
ernment merely writes the insurance. 


We have figured that you, in all probability, 
would need a $700 mortgage in order to re- 
fund your indebtedness with us. Your 
monthly payment would be $11.82 (esti- 
mated) under the F.H.A. plan over a period 
of 20 years. Also, the mortgage could be 
drawn for a lesser period if desired. The 
payment of $11.82 per month covers the 
following: 


$ 4.64 
6.00 


1. Principal and interest 

2. Ye yearly taxes (estimated) 

3. {2 yearly fire insurance premium 
(estimated) 60 
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4. % of 1 per cent monthly service 
charge 

5. % of 1 per cent monthly mutual 
mortgage insurance 


$.29 
.29 


$11.82 


This amount may vary, as your taxes may 
be greater than $72 per year. 


We urge and request that you give this 
matter your serious consideration. Twenty 
years from now you will thank us. Take the 
necessary steps now to place yourself in a 
position where you will not be distressed 
with the burden of a mortgage at old age. 
Your sunset years should be free from finan- 
cial worries. Please call and discuss this 
matter with me. There may be many ques- 
tions which you may wish to ask. 
Very truly yours, 


This letter has been quite successful 
in obtaining the cooperation of many 
of the bank’s mortgagors in transferring 
their mortgages over to the F.H.A. 


When mortgagors realize, as in the 
case shown in the letter, that by using 
a straight mortgage they will pay 162 
per cent of the original mortgage in 27 
years and still will not have reduced 
their indebtedness by one cent, they 
can readily see the value of the amor- 
tization plans which would have paid 
off the entire principal as well as the 
interest in 20 years at about one-half of 
the interest cost. 

In this connection it is also true that 
the value of mortgage property, or for 
that matter any property except the 
land itself, is decreasing through depre- 
ciation. 

The accounting records for the amor- 
tization basis of mortgages are very 
simple. The only difference from other 
records is that the ledger sheet should 
have four monetary columns. The first 


of these columns shows the total pay- 
ment; the second, the amount of that 
payment which applies to interest; the 
third, the portion applying to the prin. 
cipal, and the fourth, the unpaid 
balance. This unpaid balance is the 
sum of principal, interest, taxes, insur. 
ance, etc., as shown on the original 
mortgage. It is an excellent idea also to 
give the mortgagor a book showing 
these same figures, the mortgagor 
bringing this book to the bank at each 
payment date and having his payment 
entered thereon. In this way he is en- 
abled to see for himself just how he js 
reducing the principal. 

If both amortized and unamortized 
mortgages are being carried by the 
bank, two general ledger controls should 
be used, one controlling the amortized 
and one the unamortized mortgages. 


One Bank’s Experience with F.H.A. Loans 


By DUNLAP C. CLARK 


The author is president of The Ameri- 
can National Bank of Kalamazoo, 
Michigan 


HE latest tabulation of Title I loans, 

published by the Federal Housing 
Administration, seems to indicate that 
small and medium-sized banks with 
total resources up to, say, $15,000,000 
have not fully recognized the earnings 
possible under this plan. While conserv- 
atively operated banks of all sizes are 
badly handicapped by the low interest 
rates generally prevalent and the 
larger ones, through trust department 
activities and possibly through under- 
writing and distributing municipal ob- 
ligations, are able to offset somewhat 
their curbed income from commercial 
loans, the smaller banks ordinarily are 
not in this position. It seems that 
they, particularly, could benefit from 
F.H.A. loans, and perhaps to them our 
experience might be of interest. 

While it is our preference to have the 
borrowers call in person to discuss 


BETTER HOUSING 


Banks everywhere are showing an in- 
creasing interest in modern housing. 
Right, a model of the Williamsburg 
Housing Project, New York, shown in 
the lobby of a Brooklyn branch of the 
Manufacturers Trust Company. This is 
one of the largest P.W.A. developments 
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credit, many notes are being presented 
by dealers, as the activities grow. In 
either case the credit procedure is the 
same. The employer named on the ap- 
plication is contacted, and the local 
credit agency is requested to make a 
complete check against the references 
supplied. Findings are reported by tele- 
phone and a memorandum is written 
for the credit file by the officer handling 
the loan. Complete information is al- 
ways available. Our staff realizes the ad- 
vantage of a prompt decision on every 
case, immediately transmitted to the 
applicant. About 60 per cent of the 
loans tendered are made, most of those 
declined being rejected on the basis of 
reputation for poor pay, a seeming pres- 
ent overload of instalment purchases, 
or a rapid shifting of employment. 


Long term loans for relatively small 
amounts are discouraged. Very few ad- 
vances for over three years are ac- 
cepted, and arrangements contemplat- 
ing payments of less than $100 a year to 
retire the obligation are usually avoided. 
Title-retaining contracts are received on 
most movable equipment, and a mini- 
mum 10 per cent down-payment has 
been required for some time. Notes are 
usually taken from dealers without re- 
course, save where the borrower lives 
out of the city, where for contact in case 
of default we may have to rely upon the 
dealer who sold the individual, and who 
presumably will have continued deal- 
ings with him. Where conditional sales 
contracts are accepted from the bor- 
rower without dealers’ recourse, a gen- 
tlemen’s agreement is made with the 
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gller to handle the repossession, should 
the necessity develop. 

A breakdown of $161,099 of our Title 
[notes may be of interest (original face 
amounts given). Where funds are util- 
ied for various qualified purposes, 
notes are Classified according to major 
allocation of the proceeds: 


Residence: 353 notes, $92,173—57 per cent 
Remodeling or repairing, 126 notes, 
$41,439 
Purchase of equipment: 
Heating and plumbing, 167 notes, 
$39,606 
Refrigeration, washing machines, 
etc., 60 notes, $11,128 
Business: 391 notes, $68,926—43 per cent 
Remodeling or repairing, 7 notes, $6,612 
Purchase of equipment, 384 notes, $62,314 
Title II loans: 
21.5% 


New construction 
44,500 43.0% 


$22,500 

Acquisition of exist- 
ing property 

Refinancing by same 


owners 


37,810 


$104,810 


35.5% 


100.0% 


TITLE I TITLE II 


REMODELLING NEW CONSTRUCTION 


AND REPAIRS 


RESIDENCE - 


PURCHASE OF 


EQUIPMENT ACQUISITION OF 


EXISTING PROPERTY 


REMODELLING 


BUSINESS - 


PURCHASE OF 
EQUIPMENT 


REFINANCING BY 
PRESENT OWNERS 


A chart of the table (at the left) on the bank’s F. H. A. loans 


There has been no relaxation of credit 
principles under Title II, merely be- 
cause of the insurance feature. Such ad- 
vances are made only to those people to 
whom we would willingly lend under our 
own plan of 40 per cent loans on a five- 
year amortization schedule. New con- 
struction loans are even more conserva- 
tively judged, for they usually require 
advances during erection. These are 
made, after receiving the necessary 
commitments from F.H.A., on the joint 
note of husband and wife, which ob- 
ligations are retired from the mortgage 
proceeds. 

For two months beginning late in 
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1934 a portion of our lobby was set 
apart for a Better Housing Exhibit, in 
which all interested dealers and dis- 
tributors were invited to join. A model 
house front was erected on the bank 
floor by a local lumber dealer, with the 
walls cut away to show different types 
of construction and insulation. Behind 
this various plumbing, refrigerating and 
heating equipment, and other home ap- 
pliances were on display. No charge, of 
course, was made to the participants. 
The local paper carried news stories. 
When the annual home show spon- 
sored by the Kalamazoo Chamber of 
Commerce was held shortly after the 


close of our exhibit, this house became 
the central part of the booth there 
maintained by the three cooperating 
banks. This year The American Na- 
tional Bank of Kalamazoo was again 
represented at the home show, in con- 
sideration of which, and our other ac- 
tivities, the Federal Housing Adminis- 
tration placed its representative in our 
booth. This year talking pictures deal- 
ing with home modernization provided 
an added attraction at our booth. 

Late last Summer, as previously men- 
tioned in BANKING, we sponsored an 
architectural advisory service, in which 
desk space was provided in our officers’ 
quarters each afternoon to registered 
architects who advised with callers on 
housing problems. The conferences were 
purely of a preliminary nature, but in a 
few instances developed clients for the 
five architects participating. 

Our officers have discussed Federal 
housing loans before the four luncheon 
clubs in Kalamazoo and several in 
surrounding towns, as well as many high 
schools and college classes, and such 
directly interested groups as contrac- 
tors, builders, painters and plumbers. 
Some of these meetings were initiated 
by the bank and some by the Chamber 
of Commerce or the trades themselves. 
They understand that the services of 
our officers are always at their command 
in this work. In this connection we have 


BETTER HOUSING 


The housing model in the American 
National Bank’s lobby, as described by 
Mr. Clark 
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also given several talks over the local 
radio station. 

In addition to general publicity, we 
have talked personally with our dis- 
tributor and retail customers in lines 
where F.H.A. loans arise, educating 
them to the sales development possibili- 
ties and supplying them with literature 
and application forms. We telephoned 
or wrote, inviting them to stop at our 
desks for discussion of the plan, and 
in many cases called at their stores. The 
good will thus created, in addition to 
the actual stimulation of loans, is too 
obvious to require discussion. 

In many cases, dealers have, unso- 
licited, opened their accounts with us, 
and many more accounts have been 


received from the individual borrowers 
who call at the bank to make their 
monthly payments. No figures are 
available on this phase of the plan, but 
it is patent that, as these contacts 
develop, the harvest of new accounts 
should further increase. 

Many applicants from nearby towns 
have been referred to us by their local 
banks which either have not qualified 
under the F.H.A. plan or are unable 
because of limited capital structure to 
extend credit to the amount required. 

Two unusual cases of Title I financing 
arising in our own city may be of more 
than passing interest. The first is a 
$14,000 loan to a clothing manufacturer 
for erection of a six-story elevator shaft 


to replace one recently condemned. The 
loan is handled on a five-year monthly 
reduction schedule, at 6 per cent, 

The other loan provides financing 
through rediscounted notes of a nation. 
wide distributor of small arbor and dri] 
presses for business use. Here we have 
committed for a rotating credit up to 
$50,000, receiving a side guarantee from 
the company protecting us if necessary 
beyond the 20 per cent guarantee pro- 
vided by Federal Housing Adminis. 
tration. 

There are unquestionably many 
means other than those discussed by 
which the F.H.A. plan may be pro- 
moted. Each community, of course, has 
individual problems to meet. 


PUBLIC INTEREST IN BETTER HOUSING 


Candid camera pictures at the New York Housing Exposition early in April 
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OFFICERS’ QUARTERS — THE FIRST NATIONAL BANK 
AND TRUST CO. =TULSA, OKLAHOMA 


Recordak 


ACCOUNTING BY PHOTOGRAPHY 


—_— everyday record of Rec- 
ordak economies, in banks 
both large and small, is the reason 
why you should investigate photo- 
graphicaccounting for your bank. 
This modern accounting system 
has made real net savings in op- 
erating costs .. . has increased 
accuracy, efficiency, and safety in 
many banks. 

Hundreds of banks have saved 
up to 45% in their per item costs 
... saved 50% in supplies ...90% 
in storage space. 

Let us show you what Recordak 
candoinyour bank... the savings 
it can make. Recordak Corpora- 
tion (subsidiary of Eastman 
Kodak Company), 350 Madison 
Avenue, New York City. 


ly 
ve nour of RECORDAK jn The First 
to National Bank and qrust company of Tulsé: 
0- 
4. Reauced pookkeePin® storage space 90% 
Errecte4 a real saving in pookkeep cost, 
ny after jnoludine cost of filo and ecordak 
rental 
6. provided our pank with complete records 
o- protected our pank against aireration> and 
as forget jes 
8. apsolved <ne pank of censure in many snstances 
9. Rendered tional service 4o our customers 
10. Has peen entirely saristactory ¢rom an 
qudaitine 
RESULTED IN yTMost SATISFACTION BOTH TO 
THE BANK AND TO OUR CUSTOMERS 
Excerbt from 4 letter from E.W. Pollock, vice-President of 
The First National Bank and Trust Companys of Oklabom4- 
| 
| 
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Kurope’s Impact on 


U.S. Banking 


Washington, 


rates of interest seldom keep 

company, they are very intimate 
in the United States at the present time; 
and the reaction to a disturbed Euro- 
pean situation is not helping American 
banks to make both ends meet. 

The World War made the average 
American banker Europe-conscious, if 
for no other reason than the foreign se- 
curities it brought into his portfolio, not 
always with beneficent results. Recur- 
rent rumors of war and the political 
situation on the other side of the Atlan- 
tic are now making the average banker 
Europe-conscious for other reasons than 
mere opportunities for investment in 
foreign securities. Times have changed, 
and, whereas the World War had a tre- 
mendous repercussion on American 
banking and business almost over 
night, the effects of the present Euro- 
pean situation are of gradual approach 
but none the less of such far-reaching 
importance that it is doubtful if there 
has ever been a time in recent banking 
history when the influence of foreign 
political and financial conditions has 
been so directly felt by even the smaller 
banks as at present. 

This influence, however, is directly 
opposite to that exerted by the world 
struggle of a score of years ago. Even 
before the United States was directly 
involved, demand upon this country for 
war supplies brought that boom in 
American industry and agriculture 
which reacted upon every phase of the 
banking business, particularly in a de- 
mand for credit. 

As war memories have faded the im- 
pact of European affairs upon American 
banks has been less spectacular and im- 
pressive. At times European influences 
have been felt in a broad way as when 
the failure of the Credit-Anstalt in 
Vienna in 1931 started the interna- 
tional movement of capital which pre- 
cipitated the gold crisis in Great Brit- 
ain. The tendency, however, has been 
toward a gradual divorcement of Ameri- 
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Mester of talk of war and lower 


can banking interests from those of 
Europe whenever and so far as that has 
been possible. Only in recent months 
has it commenced to be realized that 
whatever may be the will or intention of 


the United States in the premises and 


whatever changes may have been made 
in the relations of American to Euro- 
pean finance by law or otherwise, this 
country is already seriously affected by 
mere rumors of war and the political 
and financial conditions which may give 
rise to war. In short, “it is a condition 
and not a theory which confronts us.” 
But instead of any quickening influence 
upon American business, demand for 
American funds, or other stimulation, 
the result has been a dumping of 
frightened capital in the United States 
and the clogging of normal international 
financial channels to the great detri- 
ment of all interests concerned. 

To the influence of the danger of war 


as reported from time to time have been. 


added the uncertainties of the currency 
situation in the countries affected by 
these dangers. Prospective devaluation 
of the French franc, with probable reac- 
tion upon the Swiss franc and the guilder, 
has led to more or less steady flight of 
capital from these currencies, only par- 
tially counteracted by a restoration of 
confidence or by such developments as 
the devaluation of the franc in Belgium. 
Some of this capital has fled to Great 
Britain, but more has sought refuge in 
the United States. 


INTEREST FORCED DOWN 


FROM whatever source the funds have 
come or for whatever reason they have 
moved, the effect upon the general fi- 
nancial situation has been depressing. 
Usually war or even rumors of war tend 
to raise interest rates. This may be due 
to elements of increased risk or to 
heightened industrial and commercial 
activity calling for funds. Under present 
conditions, however, this normal effect 
of war dangers has been registered only 
in Europe, much to the disadvantage of 
the countries concerned, while in the 
United States the effect has been di- 


Vari-colored uniforms, party emblems 
and nationalistic slogans are symptom- 
atic of the conditions that send Euro- 
pean money to America. Above, a recent 
German election rally 


rectly opposite, leading to a plethora of 
funds with a consequent depression of 
rates of interest. 

The inflow of frightened foreign 
money is not the only cause of con- 
stantly reduced rates of interest which 
the banks can secure on loans, but it is 
coming to be recognized as perhaps the 
most potent influence. The increase in 
adjusted deposits in all our banks, 
amounting to upwards of four billion 
dollars in 1935, was due to imports of 
gold and silver and to borrowing by the 
Federal Government of funds which it 
expended without any corresponding 
tax drain upon the public. For the most 
part, however, the deposits resulting 
from the Government’s expenditure of 
borrowed money were absorbed by the 
purchase of the Government securities 
by which the funds were borrowed. 
This in itself presents a circle of credit 
which accounts for much of the invest- 
ment embarrassment of the average 
bank, especially since the pressure of 
idle funds has beaten down rates on 
Government securities to unprofitable 
levels. Never- (CONTINUED ON PAGE 39) 
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Mutua 
Fire 
Insurance 


PAYS REAL pivendeite 


@ Mutual fire insurance benefits the 
banker in several important ways. When cus- 
tomers apply for a mortgage loan, and offer 
Mutual fire insurance as collateral security, 
complete and efficient protection is assured. 
A record of 184 years of successful operation 
proves this. Here is one great benefit. 


Of equal importance is the saving in 
net cost that Mutual fire insurance 
provides. The savings derived from 
the successful operation of the Mutual 
companies are returned as dividends 
to the policyholders. This means that 


This seal identifies a 
member company of 
The Federation of Mu- 
tual Fire Insurance 


each year these savings actually re- 
duce the cost of the mortgage for your 


fact that over $135,000,000 has been re- 
turned to policyholders as savings by the 
seventy-five members of the Federation of 
Mutual Fire Insurance Companies in the 


past ten years. 


Mutual fire insurance with its sound and suc- 
cessful background of 184 years of experi- 
ence assures every Mutual policy- 
holder of the greatest possible pro- 
tection at the least expense. Property 
owners are grateful when they learn 


these facts. 


Write for an interesting booklet 


called ““Mutual Fire Insurance.” Ad- 


Companies and the 


customer. 


American Mutual Al- 


dress the Federation of Mutual Fire 


liance. It is a symbol 


That is a second great benefit, and its 
importance can be judged from the 


of soundness and 
stability 


Insurance Companies, 919 North 


Michigan Avenue, Chicago, Illinois. 


MUTUAL FIRE INSURANCE 


An American Institution 
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Field Warehousing 


A MEANS OF INCREASING LOAN VOLUME 
THAT MEETS COMPLETELY 


Today’s Extraordinary Requirements 


These days of inflation and other rapidly changing conditions call for loan 
methods that make loan officers particularly partial to Lawrence System. 


Loans to manufacturers, producers, jobbers, and others are 
being favored particularly now because, with most of their 


current assets represented by inventory, they are able to 


use these stocks to collateralize their 
borrowings—through Lawrence System 
Field Warehouse Receipts. 


STIMULATES LOAN VOLUME SAFELY 


You can greatly and safely increase 
your loan volume, as well as your cus- 
tomer's ability to do more business, by 
suggesting Lawrence System Field 
Warehousing as the way he can get 
the money he needs. 

We issue negotiable warehouse receipts 
against commodities, where the com- 


Plant Inventories 

We Have Field Warehoused 
Canned Goods . . . At the Canneries 
Dried Fruit. . . . At Packing Plants 
In Brine Tanks 
At Dealers and Mills 
9 In the Booms 
Petroleum. . In Field Storage Tanks 
In Mill Yards 
Groceries . . . . At the Wholesalers 
Airplanes . . Where They Are Made 
At Tanneries 
In Elevators 
On Coal Docks 
In Brewery Vats 
In Aging Tanks 
At Mills 
At Distilleries 
Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


advertisement. 


modities are, as you will see by the list contained in this 


LET INVENTORY GAUGE CREDIT 


Look at the inventory item on accounts 
that need more financial assistance 
than their open credit will permit. From 
your knowledge of the character of the 
inventory, you can quickly decide if it 
could secure the needed advances if 
you held all or part of it under a ware- 
house receipt. 

Our nearest office will gladly decide 
for you the adaptability of Lawrence 
System Field Warehousing to any 
specific credit. 


‘ Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN’S ASSOCIATION—SINCE 1916 


[AWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


oft 


NEW YORK 
52 Wall Street 


PORTLAND, ORE. 
U. S. National Bank Bldg. 


“CERTIFIED” ON CHECKS. . “LAWRENCE” ON WAREHOUSE RECEIPTS 
38 BANKING 
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CHICAGO 
One North LaSalle 


SPOKANE, WASH. 
155 S. Stevens 


BUFFALO SAN FRANCISCO 
Liberty Bank Bldg. 37 Drumm St. 


HOUSTON DALLAS 
Second National Bank Bldg. Santa Fe Bldg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 
Dillingham Transportation Bldg 
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Europe’s Impact on U. S. Banking 


(CONTINUED FROM PAGE 36) 


theless it has absorbed some of the 
idle money which otherwise would 
choke the market. The steady import of 
foreign capital and the repatriation of 
American capital normally held abroad, 
however, have built up bank deposits 
for which there is no automatic invest-. 
ment outlet and which thus hang over 
the investment and loan market. 

Every ominous development in Eu- 
rope results in a renewed flow of capital 
here. In 1935 this inflow, return of 
American capital, and payment of an 
international commercial and service 
balance due the United States—all re- 
flected in imports of gold and silver— 
amounted to approximately $2,000,- 
000,000. Of this amount, $297,132,000 
went into increased foreign deposits in 
American banks; $135,487,000 repre- 
sented decreased deposits of American 
banks in banks in other countries; and 
approximately $150,000,000 represented 
anet transfer to the United States of 
funds of American banks in their rela- 
tions with their own branches abroad. 


UNEMPLOYED MONEY 


THUS a total of over $582,000,000 of 
the idle funds now in American banks 
can be accounted for by these move- 
ments. Other funds from abroad have 
gone into long term American securities; 
exactly how much is unknown but the 
best estimate is around $800,000,000 
net. These funds were thus invested but 
the very act of investment released 
other American funds to become idle in 
the banks. The increase of almost 
exactly a billion dollars in excess re- 
serves of member banks in the Reserve 
System between January 1935 and 
January 1936, with a corresponding in- 
crease in idle funds in non-member 
banks, can easily be explained by the 
influx of foreign or repatriation of 
American money alone. 

All interest rates are affected by a lack 
of demand for loans but, on the other 
hand, the granting of loans automati- 
cally increases bank deposits, so that it 
requires a considerable increase in loan 
volume to effect a material increase in 
rates. No doubt the lack of demand for 
loans at the present time would depress 
interest rates to some extent but there 
can be little doubt that rates would 
have been maintained at around those 
of 1934 or earlier, when there was even 
less demand for credit than at present, 
had it not been for the great increase in 
bank deposits resulting from Govern- 
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ment expenditures and the import of 
foreign capital. Inasmuch as there were 
quite as large Government borrowings 
in 1934 and 1935 as at present, it is dif- 
ficult to avoid the impression that the 
chief factor in the low rates banks can 
now secure has been the influx of capital 
from abroad. All of this capital is by no 
means of foreign ownership. Much of it, 
perhaps most, is American capital with- 
drawn from foreign investments or en- 
terprises in other countries. Its import 
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or recall, however, can undoubtedly 
be charged against the political and fi- 
nancial situation in Europe. 

This whole situation has an important 
bearing upon the possible or probable 
early use by the Federal Reserve Board 
of its authority to increase reserve re- 
quirements. This power has _ been 
granted for the purpose of preventing 
an undue use of credit for speculative 
purposes, but it is not altogether im- 
possible that it may be used to draw off 
some of the flood waters of foreign capi- 
tal in this country in case the European 
situation becomes more threatening. 

GrorGE E. ANDERSON 
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Factors which make the 


FIRST 


NATIONAL 


a desirable Correspondent 
in CHICAGO 


The experience gained in more 
than seventy years of conserva- 


tive banking. 


Complete facili- 


ties, with an organization 
coordinated to render prompt 
and efficient service. 


The day-to-day value of an 
account with a bank, which 
since 1863 has had the business 
and the confidence of many of 
the best known banks, firms 
and corporations. 


Correspondents are invited to 
use the comprehensive facilities 
of this complete banking 


organization. 


The First National 
Bank of Chicago 


Member Federal Deposit Insurance Corporation 


Custodian Trusteeship 


for Endowments 


By GILBERT T. STEPHENSON 


Vice-President, Equitable Trust 
Company, Wilmington, Delaware 


HE management of the nine billion 

dollars of endowment and property 

of the religious, educational and 
charitable institutions of the United 
States offers one of the outstanding 
needs for trust service and, by the same 
token, one of the outstanding oppor- 
tunities for trust business. 

The total value of the endowment 
and property of these institutions, ac- 
cording to the latest available estimates, 
is $9,239,500,000. This huge amount is 
held chiefly by religious and educational 
institutions, with lesser sums in hos- 
pitals, foundations and miscellaneous 
charities. The yearly gifts to these in- 
stitutions amount to $1,701,500,000. 
The annual operating income is $1,391,- 
400,000. 

This huge sum of over nine billion 
dollars, most of which is in endowment 
rather than buildings and equipment, 
presents one of our nation’s major prob- 
lems of investment management. These 
endowments vary in amount from a few 
thousand dollars to tens of millions of 
dollars each. Witness the tremendous 
endowments of Harvard, Yale, Duke, 
Chicago and Leland Stanford. Whether 
the endowments are small or large, the 
property and investment management 
problems are essentially the same. 

Heretofore in most cases the board of 
trustees or other governing body of each 
of these institutions has undertaken to 
manage its endowment itself. In the 
main the extent of its use of a bank or 
trust company has been the renting of 
safe deposit boxes or vaults for the safe- 
keeping of its endowment securities. 
The board of trustees, either sitting as a 
board or acting through a committee of 
the board, has made and changed in- 
vestments on its own judgment. 

In a great many cases this arrange- 
ment has not worked out well in prac- 
tice. The members of the board have 
not been experienced investors. They 
have had their attention distracted 
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from the purposes for which the institu- 
tion stands while they have grappled 
with investment problems which to 
them were novel. Through no fault of 
theirs, but due wholly to their inexperi- 
ence in the field of investment, their 
management of the endowment has not 
been such as to inspire the confidence of 
potential contributors. Thus, the insti- 
tution has suffered financially in two 
ways—first, in the management of its 
present endowment and, second, in the 
prospect of obtaining additional en- 
dowment. 

Lately, however, these endowed in- 
stitutions have been turning to banks 
and trust companies for assistance in 
the management of their endowments. 
This assistance has taken two direc- 
tions. In most cases, so far, it has re- 
sulted in an agency service by the trust 
department of the bank or trust com- 
pany to the endowed institution. In 
other cases, it has resulted in trust 
service. 

The college or hospital, as the case 
may be, itself retaining title to the en- 
dowment property, has delivered the 
property to the trust institution for 
safekeeping, for management with re- 
spect to real property, for investment 
review and analysis with respect to 
stocks, bonds and mortgages, for recom- 
mendation as to reinvestment and 
changes in investment, and for book- 
keeping and accounting. This arrange- 
ment does not relieve the board of 
trustees of the college or hospital of any 
investment responsibility, but it does 
give the board, and through it the col- 
lege or hospital itself, the advantages of 
the custodial and investment facilities 
of the trust institution. 

In many cases the agency arrange- 
ment is the best and, in fact, the only 
one that can be employed by the en- 
dowed institution if it is to take advan- 
tage of the services of the bank or trust 
company. It is the only way in those 
cases in which the institution has re- 
ceived endowment funds, not as abso- 
lute owner, but in trust for specified 


purposes. For example, a college which 
has received gifts for the endowment of 
a chair in journalism cannot divest it- 
self of the trusteeship under which it 
received the gift and delegate the trus- 
teeship to a bank or trust company. 
With respect to such endowments-in- 
trust, it can go no further than to ap- 
point a trust institution its agent to 
serve in custodial and advisory capaci- 
ties only. 

However, a large part, perhaps a ma- 
jority, of the endowment of American 
religious, educational and charitable in- 
stitutions is owned outright, not in 
trust, by the respective institutions, 
In this case the institution may, legally, 
trustee its endowment in the same ways 
that an individual may trustee his own 
property. Though legally possible, it is 
hardly conceivable that an institution 
would trustee any of its endowment ir- 
revocably. Short of this, it may trustee 
any part or all of its general endowment 
upon such terms and conditions as seem 
advisable to the governing board of the 
institution. 

When it comes to the trusteeing of 
the endowment, the problem arises as to 
how far the governing body of the insti- 
tution should go in divesting itself of 
control of the endowment property. At 
this point we have quite a different 
problem from the one we have in con- 
nection with trusts for individuals. 
With respect to endowed institutions, it 
is largely a problem of proper standard- 
ization of the terms of the trust— 
whereas with respect to natural persons 
it is preeminently a problem of adapta- 
tion of the terms of the trust to individ- 
ual needs. There is never possibility or 
desirability of standardizing the terms 
of trusts for widows and children and of 
aged and infirm people—not until hu- 
man needs themselves have been stand- 
ardized. On the contrary, the terms of 
trusts for endowed institutions may be 
standardized. Whatever may be the 
purpose of the institution—whether re- 
ligious, educational or charitable—its 
governing body expects of the trustee of 
its endowment essentially the same 
things—namely, the safekeeping and 
conservation (CONTINUED ON PAGE 42) 
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Mr. M. S. MARKHAM, 
Treasurer of The Oneida 
Savings Bank, Oneida, New 
York, writes and tells us of 
our Netionsl Posting the 
we have = through the installation of 
National Posting Machines in 
their bank. Mr. Markham’s 
experience does not differ 
from that reported by many 
other banks, large and small, 
everywhere. A National rep- 
resentative will gladly explain 
to you how the National Post- 
ing Machine will benefit your 
moe work of ° institution. 


effi cient and end without 


DAYTON, OHIO 


Cash Registers * Posting Machines 
Typewriting-Bookkeeping Machines 
Bank-Bookkeeping Machines * Check- 
Writing and Signing Machines ¢ 
Analysis Machines * Postage Meter 
Machines Correct Posture Chairs 
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(CONTINUED FROM PAGE 40) 


of the trust property and the manage- 
ment and investment of it in such a way 
as to yield a satisfactory income. The 
actual application of the income always 
will be the function of the governing 
body of the institution. 

As these endowment agencies and en- 
dowment trusts, as they are coming to 
be called, are growing in popularity and 
use, it is worth while to take a look at 
what some of the other common law 
countries have done toward the stand- 
ardization of the terms of endowment 
trusts. 

England and several of the Australian 
states have developed a system of statu- 
tory trusteeship designed originally for 
personal trusteeships, but found in 
practice to be admirably adapted to the 
requirements of endowed institutions. 
It is known as custodian trusteeship. 
The English statute on the subject is 
typical. In fact, the Australian state 
statutes are modelled after and largely 
copies of the English statute. 


IN ENGLAND 


THE English statute on custodian 
trusteeship is section 4 of the Public 
Trustee Act of 1906 (6 Edw., 7, ch. 55). 
The act provides that, subject to rules 
under the act, the public trustee may, if 
he consents to act as such, and whether 
or not the number of trustees has been 
reduced below the original number, be 
appointed to be custodian trustee of any 
trust (1) by order of the court made on 
the application of any person on whose 
application the court may order the ap- 
pointment of a new trustee or (2) by the 
testator, settlor, or other creditor of any 
trust or (3) by the person having power 
to appoint new trustees. Thus, as indi- 
cated above, custodian trusteeship is 
adaptable to the requirements of per- 
sonal trusts, living or under will, as well 
as to endowment trusts. 

The statute provides that any bank- 
ing or insurance company or other body 
corporate that satisfies the requirements 
of the act may serve as custodian trustee 
and charge for the service the same fees 
as the public trustee charges. This en- 
ables the executor and trustee com- 
panies—trust corporations is the statu- 
tory term in England—as well as the 
public trustee to accept custodian 
trusteeship. 

When a trust corporation is ap- 
pointed custodian trustee under the act, 
the trust property is transferred to it as 
if it were sole trustee. 

The management of the trust prop- 
erty and the exercise of any power or 
discretion remain vested in the trustees 
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other than the custodian trustee. The 
trustees under the trust are known 
under the statute as the managing 
trustees. In the United States in the 
case of endowment trusts, the governing 
body of the endowed institution would 
be known as the managing trustees, and 
the bank or trust company as the cus- 
todian trustee. 

As between the custodian trustee and 
the managing trustees, and subject and 
without prejudice to the rights of any 
other persons, the custodian trustee has 
custody of all securities and documents 
of title relating to the trust property, 
but the managing trustees have full ac- 
cess thereto and are entitled to take 
copies thereof or extracts therefrom. 

The custodian trustee must concur in 
and perform all acts necessary to enable 
the managing trustees to exercise their 
powers of management or any other 
power or discretion vested in them un- 
less the matter in which the custodian 
trustee is requested to concur is a 
breach of trust or involves a personal 
liability on it. Unless the custodian does 
so concur, it is not liable for any act or 
default on the part of the managing 
trustees or any of them. 

All sums payable to or out of the in- 
come or capital of the trust property are 
paid to or by the custodian trustee. 
However, the custodian trustee may 
allow the dividends and other income 
derived from the trust property to be 
paid to the managing trustees or to such 
persons as they direct or into the bank 
to the credit of such persons as they may 
direct. In such case the custodian 
trustee is exonerated from seeing to the 
application of such income and is not 
answerable for any loss or misapplica- 
tion thereof. 

The power of appointing new trus- 
tees, when exercisable by the trustees, is 
exercisable by the managing trustees 
alone. But the custodian trustee has the 
same right as any other trustee to apply 
to the court for the appointment of a 
new trustee. 

The custodian trustee, if he acts in 
good faith, will not be liable for accept- 
ing as correct and acting upon the faith 
of any written statement by the manag- 
ing trustees as to any matter of fact 
upon which the title to the trust prop- 
erty or any part thereof may depend. 
Nor will the custodian trustee be liable 
for acting upon any legal advice ob- 
tained by the managing trustees inde- 
pendently of the custodian trustee. 

The court may, on the application of 
either the custodian trustee, or any of 
the managing trustees, or of any bene- 
ficiary, and on proof to their satisfac- 
tion that it is the general wish of the 


beneficiaries, or that on other grounds it 
is expedient, to terminate the custodian 
trusteeship, make an order for that pur- 
pose and give such directions as under 
the circumstances may seem neces. 
sary. 

The foregoing paragraphs contain the 
substance and much of the language of 
the English custodian trustee statute. 
Designed originally as an additional 
safeguard in connection with trustee. 
ships in which individuals were trustees, 
it has been found to be more adaptable 
to the requirements of endowed instity- 
tions than of testators or settlors. In 
fact, custodian trusteeship has not yet 
been widely used in either England or 
Australia in connection with personal 
trusts. The testator, says the Public 
Trustee of Tasmania, for instance, pre- 
fers to appoint an ordinary trustee, 
leaving the full administration of the 
estate in his hands. “In all probabil- 
ity,” he adds, “the reason of the prefer- 
ence of the testator for this course has 
been his difficulty in finding some fit 
and proper person willing to undertake 
the onerous duty of managing trustee.” 


IN THE UNITED STATES 


IN the United States we already have 
what is, in substance, advisory trustee- 
ship as described in my article on that 
subject in the March number of Bank- 
ING, and we already have, in substance, 
also custodian trusteeship as described 
in this article. Quite frequently testa- 
tors and settlors name a bank or trust 
company trustee and then name one or 
more individuals advisers to the trustee; 
these advisers are essentially advisory 
trustees. Quite frequently also—espe- 
cially of late—they name a bank or 
trust company trustee and pass the 
legal title to it but leave the actual con- 
trol and management of the trust prop- 
erty with one or more individuals. 

Since we already have advisory 
trusteeship and custodian trusteeship in 
practice, if not in name, it might be well 
for the states to give statutory defini- 
tions to these terms so that the duties, 
powers and responsibilities of the cus- 
todian, the adviser and the managing 
trustee may be understood by all the 
parties at interest—by testators, set- 
tlors, endowed institutions, benefici- 
aries and trust institutions alike. This 
suggestion is all the more pertinent in 
the light of the present tendency (1) to 
place endowment property in the hands 
of trust institutions both for safekeeping 
and conservation and for management 
and administration and (2) in connec- 
tion with personal trusts that associate 
individual advisers with corporate 
trustees. 
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MOUSETRAPS and 
MODERN MERCHANDISING 


If a man write a better book, preach a 
better sermon or build a better mouse- 
trap than his neighbor, though he build 
his house in the woods, the world will 
make a beaten path to his door.” 


Meedern Business has just about exploded the Mousetrap myth. 
It has learned that even the best article will not sell itself, that 
the beaten path too often leads to a competitor’s door. Manufac- 
turers who have devoted all their efforts to producing a superior 
product are awakening to the realization that they have neg- 
lected to create a market for it. 


The successful manufacturer of today must be “selling 
minded” if he is going to survive in the battle for business. 


We are doing work for two nationally known concerns 
which manufacture products that are strikingly similar in qual- 
ity, price and sales potentialities. Manufacturer ‘‘A” has twice 
the sales volume of ‘**B” and his sales are constantly increasing; 
yet °B’s” product has a decided advantage in style, utility and 
value. 


Why, then does ‘*A” do twice the business ‘*B” does? 
*A” is selling minded .... ‘‘B” is mechanically minded. 


Is your company “selling minded?” If not, you are certainly 
going to have a tough job during 1936, competing with selling 
minded manufacturers. 


The May Company is handling some of the largest sales 
analysis jobs in America. By making manufacturers selling 
minded, we are helping them to substantially increase sales. Why 
not take advantage of our experience? It may be just the ‘‘missing 
link” you need in solving your own sales problems. 


WRITE OUR NEAREST OFFICE FOR SALES ANALYSIS MAY FACTS Nos. 3 and 7 


GEORGE S. MAY COMPANY 


CHICAGO: 2600 North Shore Avenue NEW YORK: 122 East 42nd St. 
SEATTLE: 747 Dexter Horton Building HUGO, OKLA.: P. O. Box 43 
CANADA: George S. May, Ltd., 18 Toronto Street, Toronto 
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we leave those things to the 


PURCHASING AGENT” 


We quite agree that purchasing should be left 
to the purchasing agent. 

But in any line of business. with responsibility, 
should go authority. 

Are you one of those bankers who expect the 
checks, letterheads and other stationery of your 
bank to create a favorable impression on the public 
and yet allow your associates to “bear down” on 
that purchasing agent? Is price, price, price the 
only standard by which his work is 
gauged? Is he supposed to be nothing 


lowest bid? If so, he’s not getting a chance to 
do his more important work. He isn’t a purchas- 
ing agent— he’s merely an electric eye. 
Inferior stationery may cause the loss of cus- 
tomer respect and public good will; inferior 
checks invite forgery, alteration, and damage 
suits. Only when you allow your purchasing 
agent to use discretion as to the sources from 
which he buys your stationery — insisting at all 
times upon reasonable prices—can he 
obtain the quality and service necessary 


more than an attomaton who picks the IR ie to build up public good will. 


This advertisement is sponsored in the interests 
of better relations between banks and public by 


THE INSTITUTE OF BANK STATIONERS 


120 Wall Street, New York 
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CALENDAR 


The A.I.B. at Seattle 


R the first time since 1909, Seattle 
fis host this year to the annual con- 
vention of the American Institute 

of Banking, June 8-12. 

Since its official visit to the Washing- 
ton city during the Alaska-Yukon Ex- 
position 27 years ago, the Institute has 
passed from youth into full maturity, 
and has become an outstanding or- 
ganization for educational service to 
adults, with an enrollment of some 
40,000 men and women and an alumni 
group of more than 23,000. Approxi- 
mately 1,200 of its present members are 
expected at the 1936 convention. 

Although the list of speakers is not 
yet complete, the national and local 
committees have virtually finished other 
arrangements for the program. Such 
familiar features as the National Pub- 
lic Speaking Contest for the A. P. Gian- 
nini prizes, the chapter publicity ex- 
hibit, the annual debate, the caucuses, 
and the departmental meetings have 
been allotted time on the crowded sched- 
ule of events. An unusually attractive 
program of sight-seeing trips and enter- 
tainment also awaits the delegates. 
The Olympic Hotel is convention head- 
quarters. 

The awards for the best chapter 
publicity exhibits and chapter papers 
will be in a different form this year, 
being given to the chapters rather than 
as personal prizes to publicity chairmen 
or chapter editors. N. W. Ayer & Son, 
Inc., has given the Institute a silver 
loving cup which will be awarded to the 
chapter having the best publicity ex- 
hibit. The trophy, which will become 
the permanent possession of the chapter 
winning the award three times, bears 
the inscription: “For notable achieve- 
ment in the organization and develop- 
ment of publicity in the interests of 
the American Institute of Banking.” 

All chapters of the Institute are 
eligible to compete for the cup, but 
there is to be a special prize, in the form 
of a silver plaque, which the Institute 
itself will present to the chapter with 
a'membership up to and including 500 
whose publicity is adjudged most ef- 
fective and outstanding in its class. 

Leaders of the various departmental 
conferences at the convention are: 
audits and accounting, Arthur G. Bau- 
mann, assistant cashier, Citizens Union 
National Bank, Louisville, Kentucky; 
bank management, H. N. Stronck, tech- 
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nical adviser, American Trust Com- 
pany, San Francisco; bank operations, 
Earl J. Failor, comptroller, National 
Bank of Detroit; business development 
and advertising, Laurence C. Mann, 
assistant cashier, First National Bank, 
Portland, Oregon; credits, Walter L. 
Driscoll, manager, credit department, 
First National Bank, Boston, Massa- 
chusetts; investments and investment 
banking, Arthur C. Regan, assistant 
secretary, First National Bank and 
Trust Company, Minneapolis; savings 
banking, C. Arnholt Smith, executive 
vice-president, United States National 
Bank, San Diego, California; trust 
business, Russell C. Lemon, assistant 
cashier and assistant trust officer, 
Farmers and Merchants National Bank, 
Los Angeles. 

The national convention committee 
consists of Henry Verdelin, vice-presi- 
dent of the Institute and assistant vice- 
president, First Service Corporation, 
Minneapolis, as chairman; Casper W. 
Clarke, executive vice-president, Pa- 
cific National Bank, Seattle; and Rich- 
ard W. Hill, Institute secretary. Mr. 
Clarke also is chairman of the Seattle 
convention committee. 

Chairmen of the other local commit- 
tees, all of whom are Seattle bankers, 
follow: 

Arrangements, H. E. Nuelsen, assist- 
ant cashier, University National Bank; 
automobiles, Elmer J. Satterberg, as- 
sistant vice-president, The National 
Bank of Commerce; clubs, Stuart C. 


EXECUTIVE COUNCIL 


At The Homestead (below) in Hot 

Springs, Virginia, the Spring Meeting 

of the Executive Council, American 

Bankers Association, was held April 
27-29 


Frazier, vice-president, Washington Mu- 
tual Savings Bank; debate and national 
public speaking, Roy E. Gardt, The 
Bank of California, N.A.; entertain- 
ment, M. J. Scoville, Jr., The Bank of 
California, N.A. 

Finance, Hugh C. Gruwell, vice- 
president, Peoples Bank & Trust Com- 
pany; halls and meeting places, Ray H. 
Downing, Seattle-First National Bank; 
hotels, Oliver H. Haskell, assistant 
cashier, Peoples Bank & Trust Com- 
pany; information, Gerald W. Relf, 
assistant cashier, Federal Reserve Bank; 
music, E. A. Anderson, assistant man- 
ager, The Bank of California, N.A.; 
personnel, A. R. Munger, assistant vice- 
president, Seattle-First National Bank; 
publicity, W. H. Berry, assistant vice- 
president, Seattle-First National Bank; 
reception, John H. Gormley, Seattle- 
First National Bank; registration, Her- 
bert C. Bryant, assistant secretary, 
Washington Mutual Savings Bank; 
transportation, Wendell C. Phillips, 
assistant cashier, Seattle-First National 
Bank; women’s committee, Sarah E. 
O’Neill, The Bank of California, N.A.; 
women’s reception committee, Eleanor 
Somers, Pacific National Bank; post- 
convention committee, Paul W. Kitto, 
Pacific National Bank. 


Excelsior Springs Meeting 


THE Central States Conference, com- 
posed of officers of 15 state bankers’ as- 
sociations—Texas is the 15th state to 
join the group—held its business meet- 
ings March 30 and 31 at Excelsior 
Springs, Missouri. 

Coming between the Southern and 
Midwest Conferences on Banking Serv- 
ice which were conducted at Memphis 
and Chicago, respectively, under aus- 
pices of the American Bankers Associa- 
tion, the meetings at the Missouri resort 
were well attended. Those present in- 
cluded Robert V. Fleming, President of 
the American Bankers Association; 
Tom K. Smith, First Vice-President; 
Orval W. Adams, Second Vice-Presi- 
dent; several banking commissioners; 
and a number of bank insurance men. 

The conference, like the regional 
gatherings of bankers which preceded 
and followed it, was in effect a clinic. 
“The patient,” wrote the correspond- 
ent of The Commercial West, “was bank- 
ing itself, and the state officers and their 
guest speakers diagnosed it from head 
to foot.” 

Subjects on the program included in- 
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surance coverage and rates, legislation, 
postal savings, bank management ac- 
tivities, and public and customer rela- 
tions. There were also group meetings 
for state secretaries, presidents and 
vice-presidents, and state bank super- 
visors. 

One of the first items of business was 
the admission of the Texas Bankers As- 
sociation, by unanimous vote, into the 
conference. 

President Fleming, Mr. Smith and 
Mr. Adams spoke during the course of 
the program, and Mr. Fleming was the 
speaker at the banquet which brought 
the meetings to a close. Kansas City 


A.B.A. Meetings 


June 8-12 34th Annual Convention of the 
American Institute of Banking, 
Olympic Hotel, Seattle, Wash- 
ington 

Graduate School of Banking, 
Rutgers University, New Bruns- 
wick, New Jersey 

A.B.A. Convention, St. Francis 
Hotel, San. Francisco, California 


June 22- 
July 3 


Sept. 21-24 


State Associations 


May 46 Kansas and Missouri (Joint 
Convention), Hotel President, 
Kansas City, Missouri 
Oklahoma, Mayo Hotel, Tulsa 
New Mexico, Raton 

Mississippi and Tennessee (Joint 
Convention), Memphis, Tennes- 
see 

Texas, Rice Hotel, Houston 
South Dakota, Aberdeen 
California, Hotel Senator, Sacra- 
mento 

Pennsylvania, Traymore Hotel, 
Atlantic City, New Jersey 
Alabama, Jefferson Davis Hotel, 
Montgomery 

Arkansas, Arlington Hotel, Hot 
Springs 

Indiana, Claypool Hotel, Indian- 
apolis 

Maryland, Marlborough-Blen- 
heim Hotel, Atlantic City, New 
Jersey 

New Jersey, Ambassador Hotel, 
Atlantic City 

New Hampshire, Hotel Carpen- 
ter, Manchester 

Illinois, St. Louis, Missouri 
Ohio, Cleveland 

District of Columbia, The Green- 
brier, White Sulphur Springs, 
West Virginia 

Iowa, Des Moines 

North Carolina, cruise to Ber- 
muda on board S. S. “ Reliance,” 
sailing from Norfolk, Virginia 
Massachusetts, New Ocean House, 
Swampscott 

Oregon, Portland 

Washington, Davenport Hotel, 
Spokane 


May 7-8 
May 15-16 
May 19-20 


May 19-21 
May 20-21 
May 20-22 
May 20-22 
May 21-22 
May 21-22 
May 21-22 


May 21-22 


May 21-23 
May 22 
May 25-27 


May 27-28 
May 28-31 


June 1-3 
June 7-12 


June 11-13 


June 12-13 
June 18-19 
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bankers were guests of the conference 
at this dinner. 

Officers elected were: president, C. C. 
Wattam, secretary, North Dakota Bank- 
ers Association; first vice-president, 
Don E. Warrick, secretary, Indiana 
Bankers Association; second vice-pres- 
ident, William Duncan, Jr., secretary, 
Minnesota Bankers Association; secre- 
tary-treasurer, Ray O. Brundage, ex- 
ecutive manager, Michigan Bankers 
Association. 


Savings Bank Conference 


CUSTODIANS of $10,000,000,000 in 
deposits belonging to 14,000,000 de- 


CONVENTIONS 


June 18-20 Virginia, The Cavalier Hotel, 
Virginia Beach 

Colorado, Colorado Hotel, Glen- 
wood Springs 

New York State, The Sagamore, 
Bolton Landing 

Utah, Bryce Canyon 

Wisconsin, Hotel Schroeder, Mil- 
waukee 

West Virginia, The Homestead, 
Hot Springs, Virginia 

Wyoming, Casper 

Michigan, Grand Hotel, Macki- 
nac Island 

Minnesota, Duluth Hotel, Du- 
luth 

Montana, Old Faithful Inn, Yel- 
lowstone National Park 


June 19-20 
June 20-22 


June 22-23 
June 22-24 


June 26-27 


June 26-27 
June 26-29 


July 1-3 


July 24-25 


Group and Other Meetings 


Groups 3 and 4, Iowa, Oelwein 
Annual Pre-convention Dinner 
Meeting, District of Columbia, 
Columbia Country Club, Wash- 
ington, D. C. 

Groups 7 and 8, Iowa, Muscatine 
Groups 6 and 10, Iowa, Ottumwa 
Group 6, New York State, Nel- 
son House, Poughkeepsie 
Groups 5 and 9, Iowa, Atlantic 
New Jersey Savings Banks Asso- 
ciation, Greenbrook Country 
Club, North Caldwell 

Group 1, Colorado, Boulder 
Groups 1 and 2, Iowa, Sac City 
Group 1, New York State, Statler 
Hotel, Buffalo 

Group 2, Colorado, Pueblo 
Group 5, Wisconsin, Watertown 
Group 1, Nebraska, Lincoln 
Group 2, Wisconsin, Wisconsin 
Dells 

Group 5, Nebraska, Grand Island 
Group 7, Wisconsin, La Crosse 
Group 6, Nebraska, Scottsbluff 
Joint Meeting, Nassau County 
Bankers Association and Nassau 
County Clearing House Associa- 
tion, Garden City Hotel, Garden 
City, New York 

Group 6, Wisconsin, Clintonville 
Group 4, Nebraska, McCook 
Group 3, Wisconsin, Appleton 
Group 3, Colorado, Grand Junc- 
tion 


May 
May 


May 
May 
May 


May 
May 


May 
May 
May 


May 18 
May 19 
May 19 


May 20 
May 20 
May 21 
May 21 


positors will meet in Hotel Traymore 
Atlantic City, New Jersey, May 13-15 
for the conference of the National As. 
sociation of Mutual Savings Banks, 

The program provides a broad survey 
of service and investment problems. 
One session will be devoted to an exam. 
ination of the mortgage situation, and 
at another railroad and utility matters 
are to be considered. Social security and 
investments are other prominent sub- 
jects on the agenda. 

The president of the association js 
Robert C. Glazier, president of the 
Society for Savings, Hartford, Con- 
necticut. 


Junior Bankers Section, Arkan- 
sas Bankers Association, Annual 
Educational Conference, Pine 
Bluff 

Group 4, Colorado, Durango 
Group 5, Colorado, Alamosa 
Savings Banks Association of 
Maine, Breakwater Court, Ken- 
nebunk Port, Maine 
Massachusetts Savings Banks As- 
sociation, New Ocean House, 
Swampscott 

Savings Banks Association of the 
State of New York, Waldorf- 
Astoria Hotel, New York 


May 30 


June 6 
June 10 
Sept. 3-4 


Sept. 10-12 


Sept. 24-25 


Other Organizations 


May 2-4 The Associated Business Papers 
Inc., The Homestead, Hot Springs, 
Virginia 

Second Mid-Continent Regional 
Conference of Bank Auditors and 
Comptrollers, Brown Hotel, Louis- 
ville, Kentucky 

National Association of Mutual 
Savings Banks, Hotel Traymore, 
Atlantic City, New Jersey 
Spring Meeting of the Board, In- 
vestment Bankers Association, 
White Sulphur Springs, West 
Virginia 

National Safe Deposit Conven- 
tion, Coronado Hotel, St. Louis, 
Missouri 

National Association of State 
Insurance Commissioners, St. 
Paul, Minnesota 

Annual Convention of Advertis- 
ing Federation of America, Hotel 
Statler, Boston, Massachusetts 
National Security Traders Asso- 
ciation, Los Angeles, California 
Financial Advertisers Associa- 
tion, Nashville, Tennessee 
American ‘Transit Association 
and Affiliates, White Sulphur 
Springs, West Virginia 
Mortgage Bankers Association, 
Hotel Peabody, Memphis, Ten- 
nessee 

Annual Convention of National 
Association of Real Estate Boards, 
New Orleans, Louisiana ; 
Investment Bankers Association, 
Bon Air Hotel, Augusta, Georgia 
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May 8-9 


May 13-15 


May 13-17 


May 21-23 
June 9-12 
June 28- 
July 2 
Aug. 46 


Sept. 14-17 


Sept. 20-23 


Oct. 7-9 


Nov. 16-21 


Dec. 2-6 
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South Dakota Honored 


THE Agricultural Commission of the 
American Bankers Association has 
given South Dakota a perfect score in 
bankers’ agricultural activities for 1935. 
Five other states—Oregon, Georgia, 
North Dakota, California and Washing- 
ton—repeated their previous perform- 
ances in making similar scores. 


Nebraska Program 


PLANS for a series of regional meet- 
ings, in harmony with the program 
of the American Bankers Association, to 
beheld quarterly in 15 districts through- 
out the state, have been made by the 
Nebraska Bankers Association. 

The purpose of these bankers’ gather- 
ings is to provide a clearinghouse for 
ideas and for more uniform practices 
among the participating banks, and 
also to carry on activities designed to 
create a better understanding of banks 
on the part of the public. The sessions 
are of the discussion type, held evenings 
so that all officers and employees of 
banking institutions in the various 
localities can attend. It is not the inten- 
tion to interfere with existing group or 
county organizations. 

The state association has assigned to 
each district one member of the execu- 
tive council or a prominent local banker 
who will act as supervisor. Heretofore 
members of the council have not been 
given any definite tasks in the associa- 
tion except committee work. 

The proposal for the regional sessions 
was adopted by the council in February. 
The meeting places are: Scottsbluff, 
Sidney, Gordon, North Platte, Ord, 
McCook, Minden, O’Neill, Wayne, 
Grand Island, Columbus, Fairbury, 
Fremont, Lincoln and Falls City. 


Group I, Oklahoma 


OFFICERS elected at a recent meeting 
of Group One, Oklahoma Bankers As- 
sociation, are: Chairman, Clyde B. 
Turner, cashier, Oklahoma National 
Bank, Chickasha; vice-chairman, R. A. 
Wood, cashier, First National Bank, 
Duncan; secretary-treasurer, J. O. 
Duffy, cashier, Guaranty State Bank, 
Mangum. 


I.B.A. Convention 


THE 25th annual convention of the 
Investment Bankers Association of 
America takes place December 2 to 6 in 
Augusta, Georgia, with headquarters 
at the Bon Air Hotel. In recent years 
the I.B.A. meeting has been held late in 
October, but the board of governors 
decided that the 1936 convention should 
take place after the national election. 
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Fear is sometimes express- 
ed that finance companies 
and Government lending 
agencies may usurp the 
functions of commercial 
banks in the field of public 


service. 
Perhaps. 


It is noteworthy, however, 
that no substitute can be 
suggested that will sup- 
plant the facilities provid- 
ed by our American system 
for the free interchange, 
collection, and payment of 
that most useful of all 
credit instruments — the 
check. 


It is the quality of service 
such as this bank renders 
that makes banking indis- 
pensable. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


Member of the Federal Deposit Insurance 
Corporation 
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keeping our money ina wooden 
D strong box as do without 
Ediphone Voice Writing. 


td 


BANK SAVES TIME! 
INCREASES BUSINESS 
CAPACITY 50% 


(From Edison case histories of the World’s Business) 


All banks know how to save money. 
Today, many save TIME with Edi- 
phone Voice Writing. 

One bank reports that before Voice 
Writing was installed in its Real 
Estate Loan Department, dictating 
had continued as late as midnight. 
Property-owners would come in dur- 
ing the day and interviewers would 
scribble notes, but secretaries weren’t 
always available to take the informa- 
tion gained. Now—with Ediphone 
Voice Writing, dictation proceeds im- 
mediately after each interview, with- 
out waiting for secretaries. Work 
can’t pile up — business capacity has 
increased 50%. 

Your business requirements are dif- 
ferent. But the Pro-technic Ediphone 


guarantees to increase the capacity of 
your dictators from 20% to 50%. 
Ediphones stand ready . . . waiting 
. whenever needed. Correspond- 
ence can be conveniently handled... 
phone calls instantly set down... 
fleeting thoughts “captured.” 

For details of the new Edison “You- 
Pay-Nothing” Plan, Telephone The 
Ediphone, Your 
City, or write 
to — 


Income from 
Banking Service 


ee data on service and 
stop-loss charges in Virginia have 
been obtained by the Virginia Bankers 
Association through a questionnaire 
submitted in February to the 388 bank. 
ing institutions in the state. Replies 
were sent by 371 banks, or 96 per cent 
of the total, the best response ever re- 
ceived by the association. 

When the answers were tabulated it 
was found that 49 banks, or 14 per cent 
of those reporting, apply a flat service 
charge on small checking accounts and 
223, or 60 per cent, use a measured sery- 
ice charge. Ninety-nine banks make no 
charge on such accounts. 

In submitting the returns to the 
banks of Virginia, C. W. Beerbower, 
secretary of the association, observed 
that although the information “should 
be most encouraging to those who have 
advocated the consistent application of 
service or stop-loss charges, it is also ap- 
parent that these matters should con- 
tinue to receive the careful attention of 
every thoughtful banker who wishes to 
increase his income and to cooperate 
with the other banks of the state.” 


DETAILED INFORMATION 


MORE detailed information revealed 
by the questionnaire included the fol- 
lowing items: 234 banks report a base 
charge of 50 cents a month on checking 
accounts, and 38 make a base charge of 
$1 on small accounts; 234 base meas- 
ured charges on balances averaging 
less than $50 and 38 on balances aver- 
aging less than $100. 

Five free checks are allowed by 220 
banks, while 52 permit various num- 
bers, not over 10. Three cents each for 
additional checks is the usual charge, 
although a few banks make a charge of 
four cents. 

Accounts of $1,000 or over are ana- 
lyzed by 181 banks, while 188 do not 
analyze. 

Eighty-eight per centofthebanksmake 
a charge for NSF checks, the general fee 
for such items being 25 cents, although 
in 18 institutions it is 50 cents. About 
84 per cent make a charge for special 
and imprinted checks. 

For handling local collection notes, 
258 banks ask a fee; 105 do not. The 
proportion is roughly the same in the 
handling of out-of-town collections. A 
minimum charge of 25 cents for remit- 
ting local collections is made by 1% 
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banks, while in 181 banks the fee is 
smaller. 

Sixty-eight per cent, or 250 banks, 
apply a penalty charge for past due 
notes, the base fee being 50 cents in 194 
banks and 25 cents in 56. A minimum 
discount charge of $1 is applied by 338 Pp 

s, or 91 per cent of those reporting; ° 
ee the amount is less. In 325 bank- ertinent 
ing institutions, non-customers must b ‘ f 
pay for cashier’s checks, and in 162, usiness information 
non-customers are charged for cashing 


out-of-town checks. from state-wide sources 


INTEREST RATES 
THE questionnaire also gathered data Marine Midland banks cover industrial and 


wih regard to interest on savings and financial centers of New York State such as 
certificates. The returns showed: 321 
banks report interest paid at the rate of New York City, Buffalo, Rochester, Niagara 
24 per cent on amounts under $5,000; Falls, Binghamton and Troy. They also serve 
295 banks pay the same rate on $5,000 
and over; 50 banks pay 2 per cent or 
less on amounts varying from $1 and merce and agriculture. 
up; 80 per cent of the reporting banks 
appear to pay 2% per cent interest on 
practically all sums. substantial cross-section of New York State’s 

As to trust functions, 121 banks, or 38 


per cent, actively exercise trust powers. 
The association is to consider organiza- tacts, Marine Midland banks can provide 


comprehensive information about industry, 
In commenting on the service charge commerce, finance and agriculture 

figures, the association says: “It is dis- in the Empire State. 

couraging that only about 50 per cent of 

our banks analyze their accounts with 

balance of $1,000 and over, for this 

method will disclose many unprofitable 

accounts and indicate the remedy. 

Analysis is essential to a prudently 

managed bank, under modern condi- 

tions. All banks should charge a mini- 

mum of 25 cents for remitting collec- 

tions. 


22 other communities of importance in com- 


The 350,000 customers of these banks form a 


economic life. Through such state-wide con- 


SUGGESTIONS 


“IT will be noted that the charge for 

NSF checks and the charge for imprint- 

ing customers’ checks is in use by prac- 

tically all of our banks. This is a source 

of considerable revenue. Only 23 banks 

report a charge of less than $1 for dis- | © 

counting a note and 250 banks report a | 
penalty charge for past due notes. We MARINE MIDLAND BANKS ARE LOCATED IN 
suggest a more extensive application of | | NEW YORK CITY BUFFALO ROCHESTER BINGHAMTON 
the penalty charge as well as a charge NIAGARA FALLS = TROY JAMESTOWN WATERTOWN 


for cashing out-of-town checks for non- LACKAWANNA LOCKPORT OSW EGO N. TONAWANDA 
BATAVIA ENDICOTT CORTLAND JOHNSON CITY 


customers.” 
“ : TONAWANDA MALONE ALBION MEDINA 

With regard to interest paid on time EAST AURORA CORINTH AVON ALEXANDRIA BAY 
or savings deposits, the a iation is WEBSTER MIDDLEPORT sOoDUS SNYDER 
incli in- 

clined to feel that as long as low mn Inquiries should be addressed to Marine Midland Trust Co., New York City 
come yields prevail for high-grade in- or to Marine Trust Co., Buffalo 
vestments, many banks now paying 214 
per cent should cut to not more than 2 
per cent, and even less on amounts in 
excess of $5,000, although it is realized 
that this is a question of policy. 
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Credit Unlimited 


By J. E. LEROSSIGNOL 


in Toronto the other day I was 

flabbergasted to find a well known 
editor, graduate of Queen’s University 
and Ph.D. of Chicago, giving an after 
dinner address on the Social Credit 
Plan of Major C. H. Douglas, in which 
he came out flat-footed for that cure-all, 
defended the scheme of Mr. Aberhart, 
Premier of Alberta, and rejoiced over 
the recent victory of the Labor Party in 
New Zealand, the chief plank of whose 
platform was and is this self-same Social 
Credit Plan. Evidently, the propaganda 
for this utopian proposal is spreading 
like wild-fire throughout the British 
Empire, while it is surprisingly popular 
among the leisured radicals of California 
and other parts of the United States. 

Probably the speaker in question 
would not regard William Aberhart, 
B.A., as the most scientific exponent of 
the Douglas views, but he was the first 
to obtain any great measure of political 
power on that issue, and his proposals 
for the inauguration of the experiment 
are interesting, to say the least. They 
may be found in Social Credit Manual, 
published in Calgary, June 1935. 

Mr. Aberhart intends, as soon as 
practicable, to create purchasing power 
by distributing monthly to every bona- 
fide citizen, 21 years of age or more, 
“basic dividends” in the form of “non- 
negotiable certificates”’ of the presumed 


\ a meeting of the Jack Rabbit Club 


INVENTOR 


Major C. H. Douglas (below), who de- 

vised the particular scheme known as 

Social Credit, has dissociated himself 

from the Alberta movement. It was too 
ready to compromise 


FROM WIDE WoRLD 


value of $25, with smaller payments to 
children and young persons. Every citi- 
zen will be given a dividend book and a 
book of blanks—non-negotiable certifi- 
cates similar to the ordinary checkbook. 
He is to use these certificates from time 
to time in payment for goods bought 
and other debts, and “all basic dividend 
credits and all salaries, or wages or in- 
comes from whatever source, must be 
expended by the end of the year follow- 
ing the receipt of the same.” 


IN BARE OUTLINE 


THREE factors constitute this “won- 
drously simple plan”’. First, basic divi- 
dends are to be given to the citizen in 
the form of credit (not money) to pro- 
vide for his bare necessities of food, 
clothing and shelter. Second, an auto- 
matic price control system will be in- 
troduced to fix a “just price” at which 
goods and services will be available. 
Third, provision will be made for a 
continuous flow of credit. The result of 
all this will be, according to Mr. Aber- 
hart, that business transactions will at 
once take on new life, and increased 
consumption will, before long, call for 
more production and increased employ- 
ment. 

The plan, sad to say, has already 
struck a snag in that no province of the 
Dominion has the right to issue money. 
Of course, Mr. Aberhart says the 
certificates will be merely credit, not 
money, but that is a distinction without 
a difference. Furthermore, the provin- 
cial budget is not yet balanced, and an 
initial sum of money, say $10,000,000, 
will be needed to launch and support 
the scheme. The Dominion Govern- 
ment, it seems, will furnish funds for 
balancing the budget, but not for Social 
Credit. 

Meanwhile, the Alberta Basic Div- 
idend Association demands early pay- 
ment of the monthly dividends, while 
Mr. Aberhart says he will not be ready 
for about a year and a half. Much water 
may run under the bridge by that time, 
for the scheme is open to deadly criti- 
cism and the logic of stubborn fact is 
likely to cast it into the limbo of eco- 
nomic heresies. Yet Mr. Aberhart will 
say that, in this democratic day and 
age, every man should be his own 
economist. 


As to Mr. Aberhart’s “wondrously 
simple plan for Social Credit”, which jg 
elusive as an eel, it seems absurd to take 
it seriously, and yet a few points of 
criticism might be offered here: 

First, the payment of “basic diyj- 
dends” of, say, $25 a month to adults 
and smaller sums to juveniles, would be 
nothing less than a universal dole, the 
inauguration of which would surely be 
demoralizing to both rich and poor. In 
fact, the demoralization has already set 
in — witness the victory of Mr. Aber. 
hart and his fatuous followers in the 
Dominion elections of October 14, 1935, 

Second, assuming that the “non. 
negotiable certificates” circulate at 
their face value, the dole will cost the 
province something like $120,000,000, a 
ruinous burden for a none too prosper- 
ous population of about 700,000. Of 
course, Mr. Aberhart thinks that a sin- 
gle issue of $10,000,000 in certificates 
will do the trick, inasmuch as their 
cycle of circulation will revolve at least 
12 times a year. Strange obsession of 
Major Douglas, Mr. Aberhart, and 
other monetary heretics, the belief that 
the mere circulation or turnover of 
money or credit can create indefinite 
multiplication of goods and services, 
which are the only real purchasing 
power! 

Third, in case actual money is re- 
quired to back up the certificates, the 
province is to collect a levy by fixing a 
“just price” on wheat and other com- 
modities, and to take part of it as the 
government’s share. For example, the 
“just price” of wheat may be fixed at 60 
cents a bushel, of which 55 cents will go 
to the farmer and 5 cents will be set 
aside for the government levy. Just 
how the provincial government will be 
able to fix the price of wheat regardless 
of domestic and foreign market condi- 
tions has not been revealed. This, I may 
add, is not according to Major Douglas. 

Fourth, Mr. Aberhart plans to fix 
“just prices” of all commodities and 
services, a medieval notion with which 
many saints and social prophets have 
coquetted, but in vain. 

Fifth, it is highly probable that the 
“non-negotiable certificates” will not 
circulate at all, in which case the whole 
of the “ wondrously simple plan” will go 
by the board. In fact, the economic 
philosophy of Mr. Aberhart, like that of 
Major Douglas himself, is simple in 
more senses than one. 
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What kind of facts and figures do you 


want on Air Conditioning? 


@ Installation costs and technical data are neces- 
sary of course, as a basis for any discussion re- 
garding a proposed job of air conditioning. 

But what you should know in addition is a true 
picture of what may be expected of the instal- 
lation in the way of increased business and 
greater profits. 

You want to know if it is possible for the 
installation to “‘pay for itself” — and how soon. 

To supply you with facts and figures of this 
kind, Kelvinator maintains an organization of 
experienced engineers whose air conditioning 
surveys cover every phase of the proposed instal- 
lation. The purchaser not only has a clear 
picture of the equipment needed, but also a care- 


fully worked out statement showing business 
increases which can be expected to follow. 

No installation of Kelvinator equipment is ever 
recommended unless Kelvinator engineers are 
convinced that it will prove profitable to the buyer. 

That is one reason why so many bankers have 
told us that Kelvinator surveys are extremely 
helpful to them when a depositor or a customer 
brings up the question of air conditioning. They 
leave nothing to the imagination. 

Such surveys cost nothing, and can be supplied 
by any Kelvinator dealer. 

Kelvinator Corporation, 14250 Plymouth 
Road, Detroit, Michigan. Factories also in 
London, Ontario, and London, England. 


ONING FOR PROFIT 
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j pes Detroit Bank, replying to this 
magazine’s request for information 
as to what it, among other representa- 
tive banking institutions, is doing in 
the Title II loan field particularly with 
regard to promotional activities, men- 
tions a simple form of advertising which 
is being used effectively. 

When the bank makes a loan for the 
erection of a new building it asks the 
borrower for permission to display on 
the premises, while construction is in 


Title II Loans 


progress, a sign reading: “Financed by 
The Detroit Bank.” Many new con- 
tacts have been made at small expense. 

This institution has also used news- 
papers and other media to call atten- 
tion to its real estate mortgage lending 
service, but its experience has been 
that the largest numbers of applications 
and inquiries are received through di- 
rect contact with the applicants. The 
bank and its branches have access to 
190,000 depositors. 


SPECIAL CHECKS 


LITHO-PRINT SERVICE 
THE TODD WAY 


To solve the problem of special 
checks for merchant accounts, “Litho- 
Print” was originated by Todd, years 
ago. Today thousands of bankers 
praise the speedy service rendered 
by Todd imprinting plants throughout 
the country. To supplement stock 
forms and provide for special needs 
of depositors you will find no service 
affording so wide a variety of check 
forms — quality papers — modern 
bindings. Ask the Todd man for 
your copy of the complimentary 
Wire-O bound Litho-Print style book. 
Offices located in principal cities. 


The Todd N.Y. 


Commenting in general on the real 
estate mortgage lending business, the 
bank reports that Detroit’s building 
volume in 1935 was the largest in four 
years, the increase being due largely to 
the F.H.A. plan of financing and to the 
willingness of banking institutions to 
re-enter this important field of service. 


1935 RECORD 


EARLY in 1935 the bank, in a wide. 
spread newspaper advertising cam- 
paign, offered to lend up to $5,000,000 
during the year. It was the first insured 
lending institution in Michigan and 
the seventh in the United States. Up to 
early April it had commitments on 369 
loans for $1,690,140, of which 178 loans 
for $946,590 were on new construction. 

“The Detroit Bank anticipates that 
the year 1936 will be a banner year in 
this modern type of financing,” says a 
memorandum furnished by the mort- 
gage department. “New home pur- 
chasers are becoming F.H.A. minded 
and often require the builder to obtain 
F.H.A. financing, knowing that their 
interests are better protected under 
this plan. We expect to write from $2,- 
000,000 to $5,000,000 of F.H.A. mort- 
gage business during the 1936 period, 
the greater part of which will be placed 
on new construction projects.” 


THE PRESS 


Grove Patterson, president of 
the American Society of News- 
paper Editors and editor of 
the Toledo Blade, character- 
ized the Lobby Committee in- 
vestigation as ‘‘purposeless, 
useless, resultless, sadistic, 
exhibitionistic” 
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SPECIALIZING 


IN 


FIDELITY, SURETY & 
BANKERS BLANKET 
BONDS 


BURGLARY, ROBBERY, 
FORGERY & GLASS 
INSURANCE 


With consequent 
thoroughness, understanding, 
economy... and _ satisfaction 
to the insured. 


FIDELITY ano DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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Cost Accounting in the Trust Department 


5 pe period of low profits, through 
which banks have been going the 
past few years, has made the execu- 
tives of trust departments cost-minded. 
Yet very few executives have actually 
had installed a real cost accounting sys- 
tem. To the uninitiated, the mention of 
cost accounting brings to mind a picture 
in which over-emphasis is given to the 
dark secrets of accounting practice. 
They often say that it smacks too much 


of a factory. Such thoughts should not 
be entertained by those whose responsi- 
bility it is to administer an efficient and 
competent department. No trust execu- 
tive can confidently say that his depart- 
ment is operated efficiently, or that his 
fees are adequate, unless he is certain 
beyond doubt that he knows his true 
costs for each function as a fiduciary. 
The subject of cost accounting is, at 
its best, a matter for argument, al- 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, March 4, 1936 


RESOURCES 


Cash and Due from Banks 


$269,171,040.77 


United States Government Obligations, 


Direct and Fully Guaranteed 


Other Bonds and Securities 
Loans and Discounts ‘ 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Banking 


House . 


Deposits. . . 
Acceptances ° 


Other Banks’ Biils Endorsed and Sold 
Reserve forTaxes, Interest and Expenses 


LIABILITIES 


591,595,763.07 

49,969,301.51 
186,030,976.81 
2,625,000.00 
894,542.14 
6,819.32 
4,827,725.95 
13,750,000.00 


4,851,516.32 


$1,123,722,685.89 


$1,007,016,827.81 
895,539.89 
6,819.32 
6,115,105.95 


Dividend Declared on Common Stock, 


Payable August 1, 1936 


Income Collected but Not Earned 


Capital Account: 
Preferred Stock 
Common Stock . 
Surplus . 
Undivided Profits 
Reserve for 

Contingencies 


16,276,954.20 


750,000.00 
479,695.22 


$50,000,000.00 
- 25,000,000.00 
12,500,000.00 
4,681,743.50 


108,458,697.70 
$1,123,722,685.89 


Member Federal Deposit Insurance Corporation 


though the basic principles should be 
uniform in all trust departments. These 
basic principles have often been dis. 
cussed at conferences and meetings of 
trust men, and have been circulated by 
means of manuscripts and word of 
mouth. The application of these princi- 
ples to a particular department de. 
pends, to a great extent, upon the sys- 
tem in use and the peculiarities existent 
within the bank or trust company. To 
attempt to detail the method of applica- 
tion would more than likely cause a 
debate that would not serve the purpose 
intended here, which is to convince 
trust executives that they need, and 
must have, a cost accounting system. 

Bankers and trust men have not been 
alone in looking about for means to in- 
crease their profits, either by reducing 
expenses or increasing fees. Throughout 
the country for the last five years this 
has been the primary thought of indi- 
viduals and business executives. On 
numerous occasions trust department 
executives have been approached by 
their customers with a request for 
lower fees. Without a cost accounting 
system that can be used as a guide ora 
yardstick, it becomes an almost im- 
possible task to determine whether or 
not the customer’s request is justified. 
Those corporations and individuals that 
make use of a corporate fiduciary are 
usually open-minded enough to expecta 
trust department to make a reasonable 
profit in its business. If the department 
has an accurate cost system, the results 
of which can be applied to a specific ac- 
count, it will be very much easier to 
convince the customer of the soundness 
of the fee charged than if no cost system 
is in use. 

It is not sufficient to be able to show 
the aggregate expenses and earnings of 
all the functions of a fiduciary, because 
within these aggregate figures may be 
hidden the operating losses sustained by 
one function that have offset unusual 
profits in another. It is essential that the 
cost of each function be determined. 
The main subdivisions are estates, 
trusts, corporate trusteeships, reorgan- 
izations, coupon paying, custody or 
safekeeping, stock transfers, and stock 
registrations. 

To determine properly the cost of 
operating an account, it is necessary to 
find some unit of activity which will 
readily permit the allocation of ex 
penses. In the custody or safekeeping 
department the cost of operating an ac- 
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By WILLIAM J. WEIG 


Assistant Secretary, Guaranty 
Trust Company, New York 


count will be governed by the num- 
per of security transactions, both re- 
ceived and delivered, and the number of 
interest or dividend collections. It 
is necessary to determine the relative 
work involved in accepting a stock 
certificate or a bond, and whether it 
consists of one piece or more. Like- 
wise, for the collection of interest and 
dividends, it is necessary to determine 
a unit value upon which costs can be 
computed. After the cost of a security 
activity unit and collection activity 
unit has been determined, it is a 
simple task to analyze one account and 
apply the respective unit values and 
cost per unit. 

In the personal trust department, 
which is first subdivided between es- 
tates and trusts, the problem is more 
difficult. Whereas the activity in safe- 
keeping accounts constitutes the major 
cost, in the personal trust division it 
is the time of the administrators that 
governs the cost of operating an ac- 
count. In this department it is necessary 
to differentiate between activity costs 
and administration costs, combining the 
two to determine the total chargeable to 
any one account. 

The other functions of a fiduciary 
should also be analyzed and working 
units determined for each type or class 
of activity. The person engaged in de- 
termining the relative values of the dif- 
ferent classes of activity should arrive 
at his final answer only after a thor- 
ough study of the department and of 
the relative value of each class of activ- 
ity to the total activity of the depart- 
ment. There is no reason why the law of 
averages cannot be applied when setting 
the bases for unit values. 

The need for a cost accounting sys- 
tem was definitely established in the re- 
port of the Committee on Costs and 
Charges, Trust Division, American 
Bankers Association. In connection 
with the preparation of this report, the 
writer had the opportunity of applying 
the suggested cost accounting system to 
trust departments located in various 
sections of the country. The results of 
some of these applications are recorded 
in the pamphlet issued by the Trust 
Division, and they clearly tell the story 
to those who will not close their eyes to 
this fact—that a functional cost ac- 
counting system is absolutely necessary. 
In most trust departments where a cost 
accounting system is not in use, the 
trust executive generally believes that 
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he knows which of the fiduciary func- 
tions is the most profitable and which is 
causing a loss. That this belief is 
founded on inaccurate information, 
rather than upon fact, has been proved 
conclusively, in the opinion of those in- 
terested in the furtherance of accurate 
trust cost accounting. 

The omission in this article of a rec- 
ommendation for a particular cost ac- 
counting system was thought advisable 
because a good accountant, with a 
knowledge of trust work, should be able 
to prepare such an analysis with the in- 
formation in his possession. It is only 
necessary that the analysis be sound in 


theory, and that the application of this 
theory to the problem be made in a 
practical manner. To make the analysis 
comparable to those prepared in other 
trust departments, it may be necessary 
to make certain changes to conform to 
the personal opinion or policy of the 
other bank. While it is advisable to have 
a uniform cost accounting system for 
all trust departments in the United 
States, to be used for comparative pur- 
poses, it does not necessarily follow that 
the individual trust department should 
adopt such a uniform system, without 
change, for the problems that are pecu- 
liar to its own department. 


Old Republic 


Credit Life Insurance 
Company 


has pioneered in adapting CrepitT LIFE 


INSURANCE £0 the needs of commercial 


banks with PERsonaL LoAN Departments. 


Its simple, practical plan gives banks 


100% coverage on unpaid balances in 


the event of the death of the borrowers, 


without expense to the banks. 


Commercial banks with Personal Loan Departments or 


contemplating entering the Personal Loan field, are invited 


to consult with us. Our broad experience in serving banks 


and Personal Loan companies will be gladly placed at their 


disposal without cost or obligation to them. 


Old Republic 


Credit Life Insurance Company 
221 North La Salle Street + Chicago 
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cp Sor tony would be interesting to trace the 


Famous 


extent to which history is written on 
bank records. The files of every financial 
institution contain entries of transac. 
tions that affect individuals, groups and 
communities, or that mark events which 
are of at least local—and often much 
wider—importance. 

Also of interest, and much more ac- 
cessible, is the evidence of the close 
relationship that has existed between 


YO qr banking institutions and famous per- 


sons. Many banks take pride in the fact 
on we that So-and-so was once a depositor, 
LI, € and that the record of his account is 
still preserved in the vault. There is 
something of the antiquarian about 
older banks; they are fond of the history 
they have helped to make. 
An example of banking services ren- 
dered to such prominent personages as 
George Washington, Abraham Lincoln, 
Benjamin Franklin and Charles Dickens 
is the collection of cancelled checks 


Sppinglicld Gol AL... he owned by a banker in a small eastern 


Reon, of a quarter century by Saxon B. Gav- 

1.0 Bank, Lyons, New York. 
Checks here illustrated are in Mr. 
Gavitt’s collection, which contains items 
bearing the signatures, as makers or 
endorsers of some 20 presidents of the 
United States, as well as Alexander 
Hamilton, James Fenimore Cooper, 
er Us Andrew Carnegie, Jay Cooke, Jay 
3 (A ahr > Gould, Aaron Burr, John Hancock, 
Robert Morris, Robert Louis Stevenson, 
PAY to Pou rec — or bearer, Thomas A. Edison, Robert E. Lee, 
son Davis, John Brown, David Crockett 

Ra Some of the items are associated with 
unusual events. There is, for example, 
the $10,000 check given by the New 
York World to Glen H. Curtiss for the 
memorable first airplane flight from 
Albany to New York in 1910. Another 
for $10,332.43 was the prize offered by 


ee wg UITABLE TRi “GoM! NY ‘| the Aero Club of America for the first 


of Liberty. It was paid to Claude Gra- 
Pa Ad ham White under date of January 24, 

Je Lh Ligne oe Checks dating before 1800 were rarely 
UB Ys | executed on a printed form, the writer 
making out the entire instrument with 


pen and ink, as in the case of the Wash- 
ington item pictured. 
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The Control of Credit 


K& a result of experience and statutory 
amendments, open market opera- 
tions have taken a far more important 
place in general credit policy than they 
formerly had and have become a more 
important, or at least a more positive, 
device of credit control than discount 
rates, said M. S. Szymezak, member of 
the Board of Governors of the Federal 
Reserve System, at the Pacific North- 
west Conference on Banking. The con- 
ference was held in April at Pullman, 
Washington, under auspices of the 
State College of Washington. 

Mr. Szymczak discussed “‘The Fed- 
eral Reserve System and the Banking 
Act of 1935”, taking up essential points 
of Title II and a few of the more impor- 
tant points of Titles I and ITI. 

“Twenty-two years ago,” he said, 
“the ideas prevailed that the important 
functions of the Federal Reserve banks 
were to furnish an elastic currency, to 
lend to member banks which were short 
of money some of the reserve funds ac- 
cumulated by other member banks, and 
to curb the speculative use of credit by 
rediscounting only paper representing 
self-liquidating commercial transactions. 


THE PLACE OF CREDIT 


“THESE ideas now appear quite 
inaccurate, or at least inadequate. Fur- 
nishing currency is seen to be less im- 
portant than it was thought to be, be- 
cause currency cuts a very small figure 
in the total of payments that are made 
by people in their dealings with one an- 
other. What they use for the most part 
is bank credit in the form of deposits. 
The control of bank credit as a whole is, 
therefore, of greater importance than 
the control merely of the currency sup- 
ply; it is also incomparably more diffi- 
cult. 

“In the second place, the Reserve 
banks do not depend on the deposits 
which member banks maintain with 
them for the ability to make loans and 
buy securities. They have the same 
kind of power you bankers have, to 
acquire additional assets by entering 
deposit credits on your books in favor 
of the person who discounts a note with 
you or sells you a bond or mortgage. 
Consequently, if a member bank’s re- 
Serves are deficient, it can turn over 
some of its assets to the Reserve bank 
and receive a credit to its reserve ac- 
count. 

“In the third place, it is recognized 
that there is no necessary connection 
between the form in which credit is pro- 
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cured from a bank and the form in 
which it is used. Money may be bor- 
rowed on acceptances and yet be used 
in the stock market. It may be borrowed 
on a real estate mortgage and yet be 
used to buy merchandise. It may be 
borrowed on the security of speculative 
stocks and yet be used to finance the 
production and shipment of commodi- 
ties. Consequently, any discrimination 
for or against a certain type of paper 
offered for discount does not mean that 


AMERICAN 


FINANCIAL STATEMENT 


ASSETS 


First mortgage loans on real estate 
Real estate 

Premiums in transmission 

Accrued interest and other assets 


TOTAL CASH $5,703,615.26 


LIABILITIES 


Reserve for losses 
Reserve for unearned premiums 


Reserve for taxes, expenses and dividends 


Reserve for contingencies 
Total liabilities except capital 
Capital stock 


Net cash surplus 
Surplus as regards policyholders 


speculation is being controlled or that 
credit is being supplied for the needs of 
commerce.” 

In the original Reserve Act the in- 
strumentality of open market opera- 
tions for the control of credit received 
only rudimentary attention; but this 
agent is now considered the most im- 
portant because it enables the central 
banking organization “to exercise con- 
trol over the volume of bank deposits 
and reserves.” 


MOTORISTS 


JANUARY 1, 1936 


Percentage 
of Tota 


20.11 
43.87 
14.20 
3.52 
3.69 
4.47 
1.89 
418,020.37 7.33 
52,006.99 92 
100.00 


$1,147,095.34 
2,502,219.96 


210,518.75 


$2,393,878.00 
1,336,863.00 
417,996.12 
150,000.00 
$4,298,737.12 


1,404,878.14 
TOTAL.. $5,703,615.26 


ues used in this statement. No bonds in default as to principal and interest. 


[ Bonds on amortized basis. Actual market value of all securities exceeds val- ] 


THAT'S A FINE 
SHOWING FOR 
AMERICAN MOTORISTS. 
ASSETS ALMOST 
A MILLION MORE 
THAN LAST YEAR 


Premium Income 
Increased from $4,100,770.02 to 


$5,042,989.75 


Assets 
Increased from $4,857,094.33 to 


$5,703,615.26 


Surplus 
As Regards Policyholders 
increased from $1,349,489.03 to 


$1,404,878.14 


Detailed Financial Statement of 
January 1, 1936 listing invest- 
ments mailed on request. 


YES, AND 70% 
OF THE INVESTED 
ASSETS ARE 
IN CASH AND 
GOVERNMENT 
BONDS 


AMERICAN MOTORISTS INSURANCE COMPANY 


James S. Kemper, President 


HOME OFFICE: Sheridan at Lawrence, CHICAGO, U. S. A. 
NEW ENGLAND DEPARTMENT: 260 Tremont St., Boston, Mass. 
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Career Men in the Trust Department 


‘““¢‘NOOD morning. This is the First 
National Bank.” 

“Trust department, please.” 

“Whom do you wish to talk to? I'll 
connect you.” 

“Mr. Jeffries.” 

“Mr. Jeffries is no longer with the 
bank. Just a moment . . . I'll connect 
you with Mr. Hughes... Mr. Hughes, 
a gentleman calling for Mr. Jeffries, will 
you take the call?” 


“Yes, put him on . . . Hughes 


in the trust department speaking.” 

“Mr. Hughes, I would like to get in 
touch with Mr. Jeffries.” 

“Tf it is in connection with a trust de- 
partment matter I will try to take care 
of you ... Otherwise the personnel 
department may be able to tell you 
where Mr. Jeffries is now.” 

“Mr. Jeffries was in your estate 
planning division. That’s what his card 
says.” 

“That is right, but that department 


Durable Copper and Brass 
in building increase 


INVESTMENT VALUE 


Copper, brass and bronze cannot rust. Their use in home 
construction frees the houseowner from the repair and 
replacement expenses which inevitably follow the instal- 
lation of rustable metals in exposed service. Copper, brass 
and bronze, by preserving the useful life of the house, en- 
hance its value as an investment. 

Such products as copper or brass water pipe, copper 
sheet metal work, Everdur Metal hot water tanks, bronze 
screening and bronze hardware cost so little more than 
temporary, rustable metals that they are far superior in 
terms of service per year per dollar. 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut 
Offices and Agencies in Principal Cities ANASONDA 


Anaconda Copper & Brass 


was abandoned four years ago and 
the work assigned to various trust 
officers.” 

“Abandoned, you say? Why, Mr, 
Jeffries helped me plan a new will in 
July 1931 and so impressed me with the 
fact that it should be reviewed every 
five years that I made a special memo- 
randum to bring it up now. And I’m glad 
I did for . . . I should have done it 
more than a year ago... but you 
wouldn’t understand. Mr. Jeffries knows 
all about it and some of my problems 
are rather involved.” 

“T am sure I can help you if you will 
bring in a copy of your will, Mr... . I 
did not get the name.” 

“T know you didn’t. I think one man 
is enough to know all about my personal 
affairs, besides my lawyer; and when 
Mr. Jeffries and Mr. . . . my lawyer 
got through several weeks’ work on this 
old will I felt the trust department had 
done much more for me than it would 
be called on to do after I die and it takes 
over my business and investments. Mr. 
Jeffries is young enough . . . enough 
younger than Iam... that I hada 
feeling he would be available to keep 
this plan up-to-date.” 

“But Mr. .. . r-r-r, I’m afraid you 
don’t understand. Every service of the 
trust department is at your disposal to- 
day just as effectively as five years ago. 
The management just seemed to feel 
that not enough people would be inter- 
ested in estate planning during the de- 
pression to justify .. .” 

“T heard you. That department was 
abandoned at a time when people 
needed new plans worse than ever be- 
fore in their lives. Thank you, Mr. 
Hughes, but I will take this up with my 
lawyer. Goodbye.” 


“Personnel department, First Nation- 
al. Atkins speaking.” 

“Mr. Atkins, you formerly had a Mr. 
Jeffries, W. R. Jeffries, in your trust de- 
partment. I would appreciate very 
much knowing where I can reach him, if 
you can tell me.” 

“Just a moment, please. . . . Hello 
. . . Our records show that Mr. Jeffries 
went to the Security Trust Company. I 
do not know whether he is still there but 
no doubt they can tell you.” 

“Thank you very much . . . Good- 
bye.” 


“T’m glad to locate you, Mr. Jeffries 
... What are you doing at the 
Security?” 
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“Just the same old job in a different 
factory, Mr. Boone . . . doing what I 
can to help people work out the business 
and investment problems of their es- 
tates . . . isn’t it about five years since 
[talked with you?” 

“That’s exactly right . . . I set my 
tickler file to bring up my will in five 
years but it should have been changed a 
year ago, and that’s what I want to talk 
with you about whenever I can have an 
appointment to bring Mr. Stevens with 
me.” 

“You need not come up here... 
suppose I see you tomorrow morning 
and then we can go to Mr. Stevens’ of- 
fice from there.” 

“That’s all right, but there is one 
particular thing I would like you to give 
some thought before you come over. 
That invalid sister of mine in Texas 
passed away about a year ago. That 
must be changed now. But my son-in- 
law is not working out as well as I had 
hoped for down at the plant. I am going 
to have to shorten up the rope we gave 
him in the trust. I couldn’t expect you 
to recall all of the details. I’ll go down 
to the bank at noon and withdraw my 
will and send it up for you to look over. 
... By the way, can the Security do 
for me all the things you promised for 
the First National?” 

“You bet we can and will, Mr. 
Boone. Otherwise I wouldn’t be here, 
but I’ll tell you more about that to- 
morrow.” 

“You'll never know how relieved I 
am to locate you, Mr. Jeffries. When I 
called the other bank and a Mr. Hughes 
said you weren’t there . . . he must 
know where you are but he referred me 
to the personnel department... I 
just didn’t like the idea of going through 
all the family history again with a new 
man like I did with you. I should think 
the trust department would realize that. 
A customer likes to continue to deal 
with the same man. We try to keep it 
that way with our customers. Of course, 
there may be a difference between man- 
ufacturing and banking. . . . I’m tak- 
ing too muck of your time, Mr. Jeffries. 
I'll send you the will this afternoon and 
see you tomorrow morning.” 

“That’s fine, Mr. Boone. I’ll reserve 
the whole day for you because there are 
some things in connection with the new 
taxes that you will need to consider. I 
would have contacted you before but it 
is not our policy to upset any customer 
relationships with other good institu- 
tions. I’ll see you in the morning.” 

“Thank you, Mr. Jeffries.” 

“You’re quite welcome, Mr. Boone. 
« Goodbye.” 

S. CHALFANT 


May 1936 


QUARTER-MELON 


S E A S$ O N 


Twenty-five per cent of their fire insur- 
ance premiums have been returned to 
our policyholders each year since this 
group of companies was formed. 


You, too, can enjoy your share of the 
melon if your property meets IRM stand- 
ards—and it is probable that it does, or 
can be made to, after inspection and 
carrying out of the recommendations by 
IRM fire-prevention engineers. Regular 
inspections thereafter keep the fire risks 
down—with continuing low costs. 


The quality of IRM indemnity is abso- 
lutely sound. The facts of its strong finan- 
cial position and its reputation for fairness 
and promptness in settling claims are 
available to everyone. May we send you 
a booklet outlining the advantages IRM 
offers you? 


IMPROVED RISK MUTUALS 


75 FULTON STREET, NEW YORE 


A nation-wide organization of old ‘established, legal reserve 
companies writing the following types of insurance: Fire ® 
Sprinkler Leakage © Use and Occupancy ® Tornado and 
Windstorm Earthquake Rents Commissions and 
Profits @ Riot and Civil Commotion °@ Inland Marine 


SS 
A 
a. 
% 
WYORK 


Simplified Advertising 


5 many rural bankers advertising 
is an acute and never-ending prob- 
lem. In the first place, the advertising 
budget is small; in the second, the 
banker and his customers are neighbors. 
This latter factor complicates matters, 
because if stilted copy is used the 
customers “~ill laugh at it. 

For the past 10 years or more George 
C. Muirhead, president of the Stock- 
growers State Bank at Worland, Wy- 
oming, has met this problem by devot- 


ing his advertising space in the local 
weekly paper to the publication of a 
news letter. Varying in length, accord- 
ing to what Mr. Muirhead has to say, 
the advertisement, signed by him, is 
always two columns in width and regu- 
larly carries a standard caption in 
newspaper mast-head style: “Stock- 
growers Bank News, Worland, Wyo.”, 
with the date. Under this appears the 
copy. The following is a sample: 

“By forgetting he had $1,000, I. N. 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, March 4, 1936 


RESOURCES 


Cash on Hand and Due from 
Other Banks . ... 
United States Government Obli- 

gations, direct and/or fully 
Other Securities . . . 
Stock in Federal Reserve Bank 
Loans and Discounts 
Real Estate Mortgages . . . 
Real Estate (21 Branch Bank 
Accrued Income Receivable— Net 
Customers’ Liability Account of 
Acceptances and Letters of 


TOTAL RESOURCES . 


Deposits: 


$152,166,099.03 


183,033,498.59 
4,491,067.68 
675,000.00 
39,801,173.62 
8,087,828.09 
3,267.32 


633,267.40 
1,537,898.18 


1,685,723.64 
$392,114,823.55 


LIABILITIES 


Commercial, Bank and Savings $309,145,072.08 


U.S. Government. . . . 
Treasurer—State of Michigan 
Other Public Deposits . s 


Capital Account: 
Preferred Stock (Paidin) . . 
Common Stock (Paidin) . . 
Surplus (Paid in $5,000,000.00 
—Earned $1,500,000.00) . 
Undivided Profits (Paidin) . 
Undivided Profits (Earned) . 


11,661,934.45 
16,582,376.22 


26,116,626.66 363,506,009.41 


$ 11,000,000.00 


5,000,000.00 


6,500,000.00 
2,500,000.00 


933,858.04 25,933,858.04 


Wright of Los Angeles made $2,728, 
Thirty-four years ago he deposited the 
$1,000 in a bank in Galesburg, Ill. 
Wright forgot about the account until a 
statement reached him after being for- 
warded through several of his old 
addresses. It showed that he had a bal- 
ance of $3,728. 

“According to that, some savers 
might be better off if they forgot they 
had money in the bank. That’s what I 
think, too, sometimes, when I see stock 
salesmen, building and loan solicitors 
and outside insurance agents ‘working’ 
the town. Bet they’ve taken $1,000,000 
out of Worland. And given nothing 
back. 

“How much better to have held 
Stockgrowers C/D’s or Savings Pass- 
books! Yes, even if they had forgotten 
them! They’d still be safe! There are 
$175,000 C/D’s and $94,000 Savings 
Deposits in this bank. 

“Abe Kabibble said to his father-in- 
law, ‘The banker says that if you will 
write your name across the back of my 
note, he will give me the $5,000.’ 

“The father-in-law replied, ‘Abe, 
I’ll do better than that. Go back and 
tell the banker to write his name across 
the back of your note and I will give 
you the $5,000 myself.’” 

A news letter advertisement appear- 
ing in October 1934 said: 


STEEL PRODUCTION 


Eugene G. Grace, president of 
the Bethlehem Steel Corpora- 
tion, who recently described 
the immediate prospects of 
the industry as ‘‘encouraging”’ 


Reserve for Expenses, Preferred Stock Dividend, 

Reserve for Retirement of Preferred Stock. . . 

Reserve for Contingencies . « e 

Our Liability Account of Acceptances and Letters 

TOTAL LIABILITIES « « » 


United States Government Securities carried at $27,920,900.00 in the 
foregoing statement are pledged to secure public and trust deposits 
and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


205,322.17 
500,000.00 
283,910.29 


INTERNATIONAL 


BANKING 
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“Experience counts! Seventy years’ 
accumulated banking experience is at 
your service through our staff, to-wit: 
Muirhead, 30 years; Cunningham, 22 
years; Nichols, 12 years and Hutchison, 
6 years. 

“You'll notice the emphasis is on the 
‘experience.’ Years count only when 
they have been dedicated to customers’ 
service. Your Stockgrowers Bank has 
given itself since its commencement 
twenty-five years ago to the develop- 
ment of Worland-Washakie-Wyoming 
and its good patrons. 

“The Reward! Not millions but 
better! The privilege of having been an 
active factor in this Big Horn Basin’s 
development—the best valley in the 
United States. Where have they had 
more accomplishment in less time, men 
and money considered? And all under 
state banking laws! They’ll have a hard 
time selling me on European (Cana- 
dian) Plan banking. What I fear most is 
the blighting hand of federal regimen- 
tation that threatens to halt progress. 
Yours for States’ Rights!” 

Here’s another: 

“Cashier Cunningham left Sunday 
for the Mayo Clinic at Rochester. We 
sincerely trust his indisposition will 
quickly yield to treatment. 

“Applications for ‘Drought Loans’ 
for farmers and stockmen are being 
taken at the Court House. Allowances 
appear to be $1.50 per head per month 
for cattle, 1s to 8s, 50 cents for sheep, 
1s to 6s and $4 for work horses. Under- 
stand that the various government live- 
stock loan agencies are recommending 
their borrowers to apply for these feed 
loans. Unsecured notes are accepted 
but mortgagees are required to sign a 
‘nondisturbance agreement’ which is a 
kind of moratorium to Jan. 1, 1936. 

“Sale of distressed livestock to the 
government has also been provided for 
through Court House agencies. They 
pay up to $20 for cows and $2 for old 
ewes, 

“Borrowers with serious wintering 
problems confronting them should be 
‘getting busy’ before the pastures 
and hay are all picked up. See your 
banker! 

“When Farm Mgr. Knisely borrowed 
a mower from Farmer Lamb recently 
to mow some bank hay, latter asked 
whether it wouldn’t be entirely in order 
for Muirhead to furnish a financial 
statement, same as he requires from his 
borrowers.” 

Perhaps it is needless to add that the 
advertisements are popular with the 
paper’s readers and that each week they 
look for “Stockgrowers Bank News.” 

JoHN FARNHAM 


May 1936 


Guaranty Trust Company 


of New York 


FIFTH AVE, OFFICE 
Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


LIVERPOOL 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 


Condensed Statement, March 31, 1936 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers. . . 


Bullion Abroad and in Transit 
U. S. Government Obligations 
Public Securities 


Stock of the Federal Reserve Bank 


Other Securities 
Loans and Bills Purchased . . 


Items in Transit with Foreign Branches. 
Credits Granted on anne 


Bank Buildings. 
Other Real Estate 


Real Estate Bonds and Mortgages. ; 
Accrued Interest and Accounts Receivable 


. . $ 406,180,507.34 
‘ 3,541,030.00 
653,255,605.94 
55,484,395.19 
7,800,000.00 
24,400,574.73 
595,896,925.03 
3,087,354.51 
34,399,956.73 
13,480,670.39 
357,477.43 
2,988,063.28 
11,761,008.08 


$1,812,633,568.65 


LIABILITIES 


Surplus Fund 
Undivided Profits. 


Dividend Payable April 1, 1936. . . 


Foreign Funds Borrowed 


Miscellaneous Accounts aii Accrued 


Interest, Taxes, etc. . 
Acceptances 
Less: Own Acceptances 
Held for Investment . 


17,095,502.65 


34,399,956.73 


Liability as Endorser on Acceptances and 


Foreign Bills . 


Agreements to Repurchase Securities Sold. 
$1,453,703,638.32 
34,580,968.55 


Deposits 
Outstanding Checks . . 


WILLIAM C. POTTER, Chairman 


6,160,133.00 
1,651,026.00 


1,488,284 ,606.87 
$1,812,633,568.65 


W. PALEN CONWAY, President 


EUGENE W. STETSON, Vice-President 
DIRECTORS 


GEORGE G. ALLEN 
American Tobacco Company, ‘Limited, 
and President, Duke Power Company 
W. PALEN CONWAY President 
CHARLES P.COOPER .... . Vice-President, 
American Telephone & Telegraph Company 
JOHN W. DAVIS . . . of Davis Polk by yo 


Gardiner & R 

HENRY W. de FOREST 
ARTHUR C. DORRANCE President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP. ._ President, Berwind- 
White Coal Mining 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER . .Chairman of the Board, 
Columbia Gas & Electric Corporation 


EUGENE G. GRACE President, 
Bethlehem Steel Corporation 


W. A. HARRIMAN .. . of Brown Brothers 
riman & Co. 


JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 


DAVID F. HOUSTON . President, The Mutual 
Life Insurance Company of New York 


CORNELIUS F, KELLEY President, 
Anaconda Copper Mining Co. 
THOMAS 'W. LAMONT of J. P. Morgan & Co. 


WILLIAM C. POTTER Chairman of the Board 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
EUGENE W.STETSON .. . . Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY .. of J. P. Morgan & Co. 


L. EDMUND ZACHER President, 
The Travelers Insurance Company 


(Member Federal Deposit Insurance Corporation) 


= 
. . $ 90,000,000.00 
7,317,042.28 
$ 267,317,042.28 
2,700,000.00 
164,813.00 
11,955,990.77 
 $51,495,459.38 
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Anti-Crime Advertising 


I peeps is a story behind the series 
of advertisements, “Does Crime 
Pay?”, which brought national honors 
to the Florida National Bank of Jack- 
sonville and the Associated Advertising 
Agency. Bank and agency received the 
medal of Annual Advertising Awards 
for “technical excellence and soundness 
in a local newspaper advertising cam- 
paign”, and a certificate of honorable 
mention for a campaign “contributing 
most to advertising as a social force”’. 


,;. The Florida National’s series ap- 
peared during the Spring and Summer 
of 1935, although it had been roughly 
planned more than two years before 
after a band of crooks had perpetrated 
the $131,000 swindle against Almours 
Securities, Inc., of Jacksonville. In- 
spired by an ideal of public service, the 
advertisements not only carried for- 
ward the war against crime and gang- 
dom, but also assailed alliances between 
the underworld and unscrupulous poli- 


FULTON 


Correspondent Service 
Brings ATLANTA 


to your Door. 


FULTON Friendly _ 


NATIONAL "BANK » 


ATLANTA--GEORGIA. 


GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power and heat- 
ing equipment; GMC 
trucks; BEDFORD, 
VAUXHALL, OPEL, 
BLITZ—foreign made 
automotive vehicles. 


ACCEPTANCE 


GMAC 


GENERAL MOTORS 
TIME PAYMENT 


PLAN 


CORPORATION 


The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise. Capital employed 
is in excess of $80,000,000, 
supplemented principally by short 
term borrowings. 

In obtaining such short term 
accommodation, GMAC issues one 
standard form of note. This obliga- 
tion it offers to banks 
and _ institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK BRANCHES IN PRINCIPAL CITIES 


ticians. The copy attracted wide atten. 
tion. 

Here is the story back of the cam. 
paign, as told in the foreword to the 
booklet in which the advertisements 
have been reprinted: 

“When the Almours Securities swin- 
dle was revealed in 1933, one member of 
the forgery gang was found to be a 
trusted employee of this bank. All other 
members of the gang were hardened 
professional criminals. Considering the 
plight of the bank employee who had 
been persuaded to join this gang’s oper- 
ations, officials of this bank decided to 
base a short advertising campaign on 
the careers of these racketeers. It was 
their opinion that an exposition of the 
fruitlessness of a criminal life might 
deter other young men from pursuing a 
criminal course and might enlighten the 
public concerning organized criminals”, 


A TWO-YEAR WAIT 


“TT was necessary, of course, to wait 
until the criminals had been arrested 
and convicted before launching the 
campaign. Otherwise the suspects might 
not have received fair, unprejudiced 
trial. Since the wheels of justice turn 
slowly, all of this took two years. 

“Tn April, 1935, the campaign was 
launched, but, because of numerous 
subsequent developments, much more 
material was available and what was to 
have been a short series assumed a 
broader scope. 

“With this changed aspect came an 
opportunity to inform Floridians of un- 
wholesome conditions that have existed 
within their State. Knowing that such 
conditions can be remedied only by 
bringing them into the light and facing 
them fearlessly, this bank undertook to 
present these unpleasant truths as a 
matter of public welfare. 

“Well aware that loud criticism would 
come from the crooked element and 
those apparently respected citizens who 
make their living in the borderland be- 
tween honest endeavor and open crim- 
inality, this bank nevertheless went 
ahead with its campaign. 

“Loud criticism did come. But with 
it came enthusiastic expressions of ap- 
proval from thousands of substantial 
citizens whose viewpoints were un- 
biased, whose opinions were fair. 

“From the approval voiced not only 
by citizens of Jacksonville but from 
many other points in Florida as well as 
from thinking citizens of other states, 
this bank feels that it has accomplished 
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some public good through this series of 
advertisements.” 

The copy for the series was carefully 
planned. It opened with terse, illus- 
trated sketches of the careers of such 
noted criminals as Capone, Dillinger, 
Doll, the Karpis-Barker gang and 
others. In each the point was made that 
such men could not operate without the 
help of corrupt politicians, who could be 
best eliminated through the ballot box. 

With the background thus laid, the 
bank published subsequent advertise- 
ments about men involved in the Al- 
mours Securities swindle, again empha- 
sizing—to quote from one piece of copy 
—“the close alliance that exists be- 
tween the crooked but apparently 
respectable politician and organized, 
professional crime.” 

In the final advertisement the bank 
said its series had shown conclusively 
that “organized crime could not exist 
without the cooperation of crooked 
politicians who, in the final analysis, are 
the only criminals who make crime 

” 

“The fact that these advertisements 
have annoyed some politicians,” it con- 
cluded, “was unintentional and inciden- 
tal. The purpose of the series was to 
bring some painful truths to light. We 
cannot cure organized crime by ignoring 
it or glossing it over with plausible ex- 
cuses. We can get rid of crime only by 
facing the truth and then striking at its 
tap-root—the crooked politician— 
through the ballot box.” 


INCREASED WORK 


J. Edgar Hoover warned the 

Senate that a cut in his Bu- 

reau’s appropriation would 

start a wave of kidnapping. 

More stringent Federal laws 

have increased the Bureau’s 
work 
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Lh the reasons Why 


The Irend lo Dictaphone 
Sweeps On 


Even more arresting than the mounting 
sales of Dictaphone are the matter-of- 
fact reasons for them. Many of these are 
covered in a booklet that’s easy to read. 
It explains how executives double their 
ability to get things done with this 
modern dictating instrument. It illus- 
trates by example how improved think- 
ing, improved office control, improved 
flexibility throughout the staff— all 


Some Companies That Have 
Recently Swung To Dictaphone 
Lawrence Warehouse Co., 


San Francisco, Cal. 


Interwoven Stocking Co., 
New Brunswick, N. J. 


Board of Education, Minneapolis, Minn. 
Phillips Packing Co., Cambridge, Md. 


Company 
Address 


march into an office on the heels of 
Dictaphone. 

The booklet’s title is ““What’s An 
Office Anyway?” The coupon below 
will bring it to you. And after you’ve 
read it, a working demonstration of 
Dictaphone in your own office is yours 
to command. Mail the coupon now— 
and take a look behind the rising trend 
to Dictaphone! 


Ww. R. Bimson 
Valley Na 


Hartior< 


DICTABHENE 


The word DICTAPHONE is the Registered Trade-Mark of Dictaphone Corporation, 
Makers of Dictating Machines and Accessories to which said Trade-Mark is Applied. 


Dictaphone Sales Corporation 


420 Lexington Avenue, New York, N.Y. 
In Canada— 137 Wellington St., West, Toronto 


(10 I want to see your representative. 
() Please send me my copy of “‘ What’s An Office Anyway?”’ 


dj 
F. M. Cross Preside nt 
Columbia Life Insurance Company President 
Cincinnat, Ohio onal Bank 
You and your secretary do 
a day's work apiece, inde- § 
pendent of each other's | 
j convenience- You double 
done. Record telephone 
instructions beyond ques- 
tion Of slip. Pin down valu- | 
Make your own, instruc 
tions clear and libi-proof. ~ 
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NATIONAL SURETY TOWN 
HAS A SILENT WATCHMAN 


Hundreds of thousands of picked business men and women— 
employers and employes—live in National Surety Town. Here is 
a tranquil city on the last frontier—human nature itself. 


And there is a silent watchman—the invisible protection afforded 
by National Surety Fidelity Bonds. Only those with clean, honor- 
able records may live in National Surety Town. A Fidelity Bond 
is a tribute to employer and employe alike. 


National Surety representatives everywhere —themselves picked 
men—are selling Fidelity protection; plus protection against 
burglary, forgery and many other dangers. 


NATIONAL SURETY CORPORATION 
VINCENT CULLEN, PRESIDENT New York City 


© N.S. C., 1936 
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NEW PHILA- 


CLEVE- 
TON YORK DELPHIA LAND 


ACCEPTANCES AND 
COMMERCIAL PAPER 


OTHER LOANS 
WANS ON REAL ESTATE 


LOANS ON SECURITIES 


OTHER SECURITIES 


secuRITIES GUARANTEED 
BY U.S 


U.S. SECURITIES 


(000,000 OMITTED) 


RICH- ATLAN- 


ST. 
Louis 


CHI- 
CAGO 


MINNEA- KANSAS 


DAL- _ SAN 
MOND TA POLIS CITY LAS FRANCISCO 
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(921,731) (1,210) ($9,387) (61,165) (91,782) (9573) ($536) ($2,854) ($631) (9384) ($626) ($446) ($2,137) 


CONTENTS OF THE LOAN AND INVESTMENT PORTFOLIO 


Particular earning assets as percentage of total loans and investments, according to reports on April 8 
by member banks in 101 leading cities 


The Condition of BUSINESS 


TREND STILL UP. Business during the first part of the sec- 
ond quarter is showing a tendency to advance, generally 
speaking, in comparison with the hesitancy displayed in 
many lines during February and March. It is entirely pos- 
sible, of course, that the rate of recovery may not be main- 
tained, yet it might be regarded as reassuring in some re- 
spects if improvement proceeded at a slower pace. Optimism 
over the general situation has been fed by the steady stream 
of earning and dividend reports for the first quarter of the 
current year as well as for last year. Some of the more prom- 
inent industries have not done so well in earnings as was an- 
ticipated, but fair profits and dividend prospects are rather 
general and indicate a more even development of business 
activity. Everything, in short, points to a sound and sus- 
tained upward trend in nearly all lines and the lagging heavy 
goods industries have an increasing part. 

AGAINST THE CURRENT. Continued improvement in indus- 
trial and commercial activity in the face of threats of war in 
Europe, threats to business at home and political uncer- 
tainty, presents a situation which is somewhat unusual but 
which admits of rational explanation. Fundamentally better 
business is based upon accumulated demand resulting from 
six years of self-denial on the part of the average individual 
as well as great business organizations. This can now find ex- 
pression partly because of Government bounty, and partly 
because of a general improvement in business conditions. 

Improvement in business, from whatever cause, in itself 
begets further improvement. Higher prices on the stock mar- 
kets, for example, encourage a sense of well being and stimu- 
late expenditures for all sorts of supplies. Increased activity 
and better conditions in any single industry start activity 
in industries which supply the leader. Such movements, up- 


ward or downward, are always cumulative in their force and 
momentum. 
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War _ DiscounteD. Better business conditions in the 
United States and improved earnings have persisted over a 
long enough period, by this time, to acquire considerable 
force. This explains to a large extent the continued improve- 
ment in the face of discouraging factors. The threat of war in 
Europe, of course, has already been discounted to some ex- 
tent by a conviction that the United States will not be drawn 
into war and that, by reason of domestic laws or otherwise, 
the normal effects of a possible war will be minimized. 

But Not TaxEs. On the other hand business cannot view 
with equanimity the manner and nature of proposed new 
Federal taxes which, admittedly, now represent an effort at 
reform or attack upon certain lines of business rather than an 
effort to secure needed revenue for the Government. 

FILLIPs AND THE WEATHER. While the prospect of a re- 
newal of vast expenditures in aid of agriculture, for the relief 
of unemployment and in payment of the soldiers’ bonus 
certificates may give heart to retail trade and thus promise 
a continuation of consumption which will be felt by whole- 
salers and manufacturers in some lines, the prospect of 
future taxation to pay for all such expenditures cannot give 
confidence for the long pull. Continued business improve- 
ment in the face of such an outlook, especially improvement 
in the capital goods industries, is somewhat remarkable but 
for the moment it is a fact. 

The advance in April was above expectations, seasonal 
factors and all considered, in large part as a reaction from 
flood and adverse weather conditions in previous months. As 
a result of prolonged cold and wet weather the Easter season 
was hardly up to optimistic expectations in some parts of 
the country, but for the nation as a whole it is reported as 
the best in six years. 

The flood damage in March and the earlier part of April, 
which retarded both commerce and industry in the affected 
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districts, became a stimulus later as the communities con- 
cerned swung into action to repair the damage and replace 
property and goods destroyed. 

RETAIL SALES ABOVE Last YEAR. Merchant buying to re- 
place stocks ruined by floods was prompt and extensive. The 
delay in consumer buying retarded the peak of Spring trad- 
ing until after Easter and the indications are that Spring ac- 
tivity will now extend well into May when buying for the 
Summer season will commence without the usual between- 
season lull. There has been special activity in the apparel 
trades. Gift goods buying also has been unusually heavy. 
Department store sales have been running from 9 to 10 per 
cent above those of the corresponding season of last year, 
this proportion of gain being registered for the whole of the 
year to date. Sales during March are reported by the Reserve 
Board as the highest since August 1931. 

STEEL Propuction PEAK. The industrial situation con- 
tinues to be dominated by activity in steel and in the auto- 
mobile and allied industries. By mid-April steel ingot pro- 
duction had reached 67.8 per cent of capacity which was the 
highest point since June 1930, and the backlog of orders was 
such as to promise proportional activity throughout the 
month. There has been a slackening of new orders and it is 
expected that in May there will be a levelling off of activity. 
Consumers’ stocks are low, however, and there is no reason 
to anticipate any abrupt change in the situation in the imme- 
diate future. Profits of the mills have been small as a result 
of weak and unsettled prices during the first quarter but with 
the completion of first quarter contracts in most mills by the 
first week in May it is expected that they will measurably 
improve. 

AUTOMOBILE DEMAND MAINTAINED. Retail sales of auto- 
mobiles during March and the first half of April promise a 
high point in sales this Spring.in spite of the fact that new 
models were brought out last November, some factories re- 
porting difficulty in filling dealers’ orders. The record of sales 
in March was unexpectedly high following a poor showing in 
February due to the extremely cold weather and this buying 
rush seems to have continued through April. 

SOMETHING FOR THE House. Household refrigerator sales 
also have shown a steady increase, partly as a result of the 
cooperation given dealers by power and light companies who 
stand to gain by the increased use of electrical energy. This 
campaign for more power consumption is being carried into 
the field of all sorts of electrical appliances with highly satis- 
factory results. Sales of all such appliances, including re- 
frigerators, so far this year are estimated at 40 per cent above 
the corresponding period of last year. 

Manufacturers and dealers plan an intensive campaign 
during the Summer season for the increased use of electrical 
water heaters and kitchen ranges by a special appeal to 
housewives. The electrical world generally has received much 
encouragement from the prospect of active Government 
work under the new rural electrification program although it 
is realized that it will be some months before much can be 
accomplished. 

PowER Propuction REcorD. In the meantime electric 
power production in mid-April was running about 13 per 
cent above the corresponding period of 1935. 

MacuinE Toot Prospects Bricut. There has been a 
notable increase in the scrapping of obsolete plants and 
equipment with the result that the machine tool industry is 
continuing its great advance over its record of a year ago 
with every indication that the current year will establish a 
new high record since the beginning of the business depres- 
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sion. The movement toward modernization of plants is also 
benefiting in a similar degree the manufacturers of steam 
and Diesel engines, electrical power plants, hoisting appara- 
tus and plant transport machinery—in short, pract ically al] 
lines of industrial equipment. Machinery trade experts count 
the prospects of the heavy machinery trade generally ag 
among the brightest in the business outlook. 

NEw Houses. Home building continues to advance. The 
record for March reported by the F. W. Dodge Corporation 
for thirty-seven states east of the Rocky Mountains was 
$55,270,600 compared with $32,209,400 for March 1935 
and the highest monthly total since October 1931—this in 
spite of adverse weather conditions over much of the coun. 
try. Total new construction contracts reported in March 
amounted to $199,000,000 as compared with $142,000,000 in 
February and $123,000,000 in March a year ago. Of the total 
contracts this year, $103,000,000 was for privately financed 
construction. 

Suips, CHEMICALS, COPPER AND Corton. Ship tonnage 
under construction has increased by more than 50 per cent 
since December, this being in line with similar increases in 
the leading shipbuilding nations. Sales of chemicals have 
gained steadily from month to month so far this year. Sales 
of pianos, a good test of prosperity, gained 31 per cent overa 
year ago in the first quarter. Increasing demand for copper, 
another good index of industrial activity, has raised prices for 
export to a five-year peak. A faster pace has been set at the 
cotton mills of the country, consumption of the staple in 
March having been 548,913 bales of lint and 60,811 of linters 
as compared with 516,649 and 53,565 in February and 
482,373 and 65,810 in March last year. 

PURCHASING Power. Supplementing the backlog of ac- 
cumulated demand upon which current activity is founded 
are prospects of continued buying power on the part of con- 
sumers. The increased industrial activity naturally feeds 
upon itself and, of course, upon production in other lines. 
Farmers are to receive the benefits promised them under the 
A.A.A., by direct appropriation of Congress. In addition, and 
more significant in the long run, their income is measurably 
increasing by their own efforts. 

Farm Incomes. Government reports indicate that their 
cash income for the first two months of the year was $1,027, 
000,000 as compared with $974,000,000 in the same period 
last year and only $1,000,000 came from Government pay- 
ments this year as compared with $122,000,000 last year. 
More promising are prospects of increased farm production 
to be sold at remunerative prices. The report of planting 
prospects as of March 1 made by the Department of Agri- 
culture indicates Spring wheat acreage will be increased by 
19.2 per cent and will be 10 per cent over the 1928-1932 
average. The Winter wheat acreage is the third largest on 
record. Thus total wheat acreage will be unusually high and 
crop prospects so far are good. 

The report anticipates an increase of 6.5 per cent in corn 
acreage, 13.9 per cent in flaxseed, 11.7 per cent in rice, 9.8 per 
cent in tobacco, 8.2 per cent in peanuts and smaller increases 
in oats, hay and barley. Private estimates place the antici- 
pated increase in cotton acreage at 15 per cent. This prospec- 
tive increase in total production is what might normally be 
anticipated in view of present stocks of farm products, pres- 
ent prices, and a certain degree of increased freedom of the 
farmer from crop restrictions. 

Crop Price Prospects. There is every reason to expect 
that this year’s crops can be marketed at good prices and the 
prospect as a whole has a large part in the stimulation of cut- 
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rent business activity. In addition to remunerative crops the 
farmers will also receive benefits for soil conservation which 
on the whole will be substantially the same as those hereto- 
fore received for crop restriction. 

In the first week in April over $400,000,000 of corpora- 
tion and tax free bonds were marketed. Without excep- 
tion they were over-subscribed. All of them were of high 
grade but of low average yield, reflecting the superabundance 
of investment funds which has continued with no interrup- 
tion for four years or more. 

Money Rates. Banking conditions have promptly read- 
justed themselves after movements of deposits in connection 
with the Government’s March financing. Member bank re- 
serves and the excess of reserves over legal requirements, 
which had declined by approximately $750,000,000 in the 
four weeks ending March 25, commenced immediately there- 
after to increase. There is every prospect that they would 
soon be larger than ever as Treasury disbursements are felt. 
The temporary decrease had no effect upon the money mar- 
ket because the remaining reserves were far too large and be- 
cause the change was recognized as purely the temporary 
result of revenue collections and cash payments for new 
Treasury securities. 

Business LOANS Lac. During the month there has been a 
moderate increase in miscellaneous bank loans in line with 
seasonal expectations, but the demand for loans for business 
purposes continues below what might reasonably have been 
expected in nroportion to the increased business activity. 

FEDERAL BuDGET. The opinion of bankers generally seems 
to be that present conditions in banking and finance will 
continue indefinitely unless and until there is a boom in 
credit resulting in a runaway credit situation which most of 


them seem to regard as inevitable so long as present Govern- 
ment fiscal policies are followed. It is now generally recog- 
nized that the Federal budget is the keystone to the credit 
control arch and that so long as Treasury deficits continue in 
anything like the present volume any action the Federal 
Reserve authorities may take to control matters will be 
rather futile as against a determined bull movement in either 
securities or commodities or both. 

TREASURY Borrowinc. Until expenditures above taxa- 
tion are stopped the expansion of bank deposits and excess 
reserves will continue and so long as the expansion of these 
credit factors continues only united action by the Treasury 
and the Federal Reserve can establish effective control. 
Since it is to the Government’s interest to maintain easy 
money conditions—perhaps it is as Secretary Morgenthau 
intimates, the Treasury’s duty to obtain money for the Gov- 
ernment at the lowest rates possible—any combination of 
the Treasury and the Reserve to tighten the market can 
hardly be expected. 

In some respects the situation is unique in American his- 
tory since the management of the nation’s fiscal affairs and 
its currency is now concentrated in the hands of a small 
group of men more directly responsible to the administration 
in power than has ever before been the case. 

Most bankers are of the opinion that cheap money is to 
the advantage of business recovery and bank interest rates 
have responded to this belief as well as to fundamental con- 
ditions, but the extreme to which the policy of cheap money 
has been carried and the indisposition of the authorities to 
establish effective control of the enormous mass of potential 
credit will doubtless continue to disturb bankers and discour- 
age long term investment. 


*‘Continued improvement in industrial and commercial activity in the face of threats of 
war in Europe, threats to business at home and political uncertainty, presents a situa- 
tion which is somewhat unusual but which admits of rational explanation.”’ Below, a 
scene from another reconstruction period—the nomination of Grant at Philadelphia 
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Taxes 


Washington, D.C. 
LTHOUGH the Constitution provides that all revenue 
A measures in Congress must originate in the House of 
Representatives, under our system of legislation final 
word in tax and indeed in most other matters rests with the 
Senate. Thus the 1936 tax bill as drafted by the House after 
much travail is merely a basis of senatorial discussion. 
To what extent the Senate will follow the House depends 
upon more mature consideration of what the Executive 
proposals and the House bill will practically accomplish 
without causing too much undesirable reaction. 
Calculations of expected revenue include taxation of corpo- 
ration surpluses or large private incomes which are involved in 
many uncertainties. Banks and insurance companies would 
be exempted from the new system by a tax of 15 per 
cent on their net earnings—substantially the tax they now 
pay. In other cases no tax would be imposed where all net 
earnings were distributed. Preferential treatment would be 
afforded corporations in receiverships and those which are 
debt ridden—exceptions pointing to long vistas of complica- 
tions. There are corporations obligated by debt contracts to 
maintain or build up surpluses; others are obligated to restore 
impaired capital. The laws of the Federal Government or of 
the states require certain reserves in some cases which must 
come out of earnings. 
Then there are such complications as taxing dividends 
distributed to alien resident stockholders of foreign corpora- 


tions doing business in the United States and the treatment 
of foreign corporations and stockholders generally, Ap 
attempt has been made to solve some of these difficulties byt 
the ground is new and success is questionable. It is now also 
realized that there will be a lag in the collection of the tax 
which impairs its utility as a measure to give immediate 
relief to the Treasury. At the close of the year corporations 
must be allowed a reasonable time for making up their 
accounts and deciding on their dividend policy. The House 
bill grants two and a half months for this purpose. This 
period could carry final decision to March 15, the date on 
which income tax returns must be filed, and dividends paid 
out after that date would not be included in income tax 
returns before the following year. 

If all the taxable net profits of the corporations were dis- 
tributed there would be no revenue from undistributed 
profits. While the Treasury has made very careful calcula- 
tions to show that increased dividend distribution would 
bring recipients into the higher income tax brackets and 
thus produce higher revenue, only the test of actual expe- 
rience can demonstrate the validity of its contentions. Nor 
are there any means whatever for gauging the effect of the 
exceptions and special treatment of certain corporations, 

Since the White House has insisted on the raising of 
enough revenue to cover projected expenditures for purposes 
other than unemployment relief, the tax problem presents 
many embarrassing difficulties. 
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Relief 


Washington, D. C. 
S in taxes, so in relief, the Senate this year is likely to have 
A the burden of making a final decision. It is becoming 
more and more evident as the election campaign de- 
velops that one of the chief issues will be public expendi- 
tures. 

Prospects are for $1,500,000,000 for a continuation of the 
Works Progress Administration on substantially the present 
scale and according to present methods, plus approximately 
$1,000,000,000 for the same purpose from accumulated 
balances and $600,000,000 more or less contained in the regu- 
lar appropriation bills—roughly $3,100,000,000 in all as 
compared with anticipated actual relief expenditures this 
year of around $3,500,000,000. 

But whether the final relief appropriations stop at this 
figure is uncertain. In the first place, both the President and 
Administrator Hopkins have intimated that unless industry 
absorbs an undesignated number of workers the proposed 
aid will not suffice. Also, there is a bloc in the House, 
with considerable support in the Senate, which has demanded 
that $700,000,000 of Mr. Hopkins’ fund be handed over to 
Mr. Ickes for public works projects. Failing this the group 
wants $700,000,000 as a separate fund. Hence there is the 
probability of a compromise that may cut Mr. Hopkins a 
little and help Mr. Ickes much. Then, too, flood and tornado 
relief is an item—$50,000,000 appropriated so far. 

All this is upon the assumption that the present method 
and volume of relief will be continued, but just how far this 
assumption is valid depends upon the Senate. There is in- 
creasing demand that the system of work relief be abandoned, 
that there be a return to direct relief on a smaller scale, and 
that local responsibility be increased. 

The whole burden of relief has been thrown more and 
more upon the Federal Government and the wide disparity 
between the proportional contributions of state, local and 
Federal governments and among the states is growing wider. 
In 1934 the Federal Government contributed 72.1 per cent 
of all public relief funds, the states 12.6 per cent, local gov- 
ernments 15.3 per cent. In 1935 the proportion was 74.5, 
12.2 and 13.3 per cent, respectively. These proportions rep- 
resent averages only. Many states are doing practically 
nothing for their indigents. The proportion of the relief 
funds expended in the several states by the Federal Govern- 
ment varies from 35 per cent in Rhode Island to 99.7 per cent 
in North Carolina. States in which Washington furnished 
9 per cent or more of the funds last year include Alabama, 
Arkansas, Florida, Georgia, Louisiana, Mississippi, Mon- 
tana, New Mexico, North Carolina, South Carolina, South 
Dakota, Tennessee, Virginia and Wyoming. Five of these 
states made no state contributions whatever. 

There is an increasing feeling that Congress must so far 
investigate the relief situation as to ascertain what funds 
are required to supplement local money to meet absolute 
necessities of the unemployed and indigent; that it must 
then compel the states to assume primary responsibility for 
the relief program and to appropriate a fairer proportion of 
the necessary funds; and that it should then appropriate 
and apportion to the states such Federal funds as are ab- 
solutely essential. 
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Government Banking 


Federal Housing Medley 


Washington, D.C. 

R upwards of 20 years the Federal authorities have 
been endeavoring to improve housing conditions and 
stimulate home construction, originally as a matter of 

social need and later also as a stimulant to business recovery. 

Up to three years ago these efforts were directed mostly 
toward non-financial cooperation with private lending and 
construction agencies. Time, thought and considerable ex- 
pense were given to the establishment of housing standards, 
investigation into materials and methods of construction, 
and studies of the best means of financing residential con- 
struction. As a further aid, the Home Loan Bank System 
was established for the purpose of increasing capital avail- 
able for such construction by providing ample rediscount 
facilities. 

More recently, further facilities were provided by the 
Housing Act authorizing the insurance of mortgage loans and 
funds in building and loan associations, and providing funds 
for the organization of additional associations under Federal 
charter. The refinancing of home loan mortgages was ar- 
ranged so as to release more funds for new mortgage lending 
and relieve distressed mortgagors. 

In some of its housing activities, however, the Govern- 
ment has gone beyond increasing private financial facilities 
and has undertaken direct participation in home construc- 
tion. Its efforts have been devoted almost entirely to large 
scale operations in the construction of multiple housing. 
The first undertaking was to lend money at low rates of 
interest to private limited dividend corporations for the 
construction of multiple units. It has on its hands seven such 
undertakings, all of which have been completed but, with 
the exception of a group of frame dwellings in a Washington 
suburb, at a greater cost than was contemplated. As a result, 
although all are now occupied, they are tenanted by people 
in an income class higher than those for whom the buildings 
were designed. 

The next plan was the direct construction of housing units 
by the Government itself for the purpose of slum clearance 
and to furnish low rental homes for people of low income. 
Forty-nine such schemes are in various degrees of comple- 
tion, only one—at Atlanta—being complete, and that 
rented as a dormitory of the Georgia School of Technology, 
largely because it was found that the construction was too 
costly to enable the Government to rent the units profitably 
to low income classes. Other units have been delayed for 
various reasons, among which is the difficulty of securing 
proper sites in the face of opposition from local authorities 
who have objected to tax-free Government real estate ven- 
tures in competition with taxed private capital investments. 

The Government has also done considerable direct invest- 
ment construction in the subsistence homestead enterprise, 
in the emergency relief program, the Resettlement Adminis- 
tration and various minor undertakings. In all these schemes 
it has found that costs are too high to enable it to serve the 
class of people for whom the projects were designed. 

There has been a feeling that some other means should be 
found to stimulate home building. Chiefly by process of 
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elimination, the plan of stimulating private investment jp 
home building by Government grants or by Government 
loans at low rates has been favored. 

The Administration’s proposed Housing Authority scheme, 
sponsored in Congress by Senator Wagner of New York, 
adopts both methods. Although it seems doubtful that this 
plan is to be pressed upon Congress at the present session, 
an examination of its features is pertinent to a discussion of 
Government housing activities. 

Fifty million dollars, plus a million for administrative ex- 
penses, is the amount asked of Congress for the proposed 
United States Housing Authority for the next fiscal year, 
However, the plan calls for the expenditure of $875,000,000 
and administrative expenses in the next four years, subject 
to further arrangements for another six years and indefinite 
continuance under a system which allows loans from the 
Government to run for 60 years. Then there are contin- 
gencies depending upon presidential authority. 

Centralization of the Government’s housing activities is 
not provided in the measure as presented to Congress, except 
to give the President authority to make the combination at 
his pleasure. The plan contemplates loans and grants to 
local housing authorities or cooperative groups, upon whom 
direct responsibility for housing projects is to be placed; also 
the construction of “demonstration”? housing units where 
local authorities are slow to act, and a continuation of the 
Government’s original policy of low interest loans to limited 
dividend corporations for slum clearance and low rental 
housing. The plan involves centralized decentralization. All 
authority along these lines would be lodged in a new com- 
mission of five members of whom the Secretary of the In- 
terior would be one. The appointive members would be named 
by the President with Senate approval, the chairman also 
being designated by the President. 

The board would be authorized to make outright gifts, 
grants or subsidies to state and municipal housing authorities 
up to 45 per cent of the cost of a project and then lend them 
the other 55 per cent against the property as security. To 
obtain the funds for such loans the Authority would issue its 
own bonds, fully guaranteed by the Government and carry- 
ing not more than 4 per cent interest. For the first year, and 
in addition to the $50,000,000 appropriation, the board or 
commission would be authorized to borrow $100,000,000 
from the Reconstruction Finance Corporation. In the sec- 
ond, third and fourth years it could issue $150,000,000 of its 
own bonds annually. The Congressional appropriation for 
the second year would be $75,000,000 and for the third and 
fourth years $100,000,000 each. 

Senator Wagner calculates that the public funds made 
available under his bill, if used alone, would effect the con- 
struction of only 245,000 family units during the next four 
years, but if used in connection with private financing the 
total units could be lifted to 600,000. He further states: 
“The construction of 125,000 family units per year with 
partial Federal assistance, and that aid predominantly in 
the form of sound, interest-bearing loans, should provide 
the groundwork, along with the operation of other Federal 
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agencies such as the F.H.A., for the development of 875,000 
family units each year by private industry alone. . . . 
During the next four years every dollar of Federal grant 
should mean $48 of private expenditure for home building 
with its connected economic improvement.” 

To avoid local objections to tax-free construction the bill 
rovides for freedom from taxation but allows the payment 
of “fees” to state and local taxation authorities. The com- 
mission’s authority to continue direct construction for 
“demonstration” projects and to condemn land for the 
purpose contemplates the sale of such projects to local 
housing authorities or, pending sale, leasing to cooperative 
groups of low income tenants, each group formed into a 
“public housing society” for the purpose. These “societies” 
are in effect cooperative organizations formed by slum 
dwellers which must be democratically organized, officered 
and staffed by members. Both in sales to local authorities or 
in leases to the societies the Federal authority reserves the 
right to resume control in case the housing units are thrown 
open to higher income groups, rents raised or the general 
object of furnishing low rental housing to the poor otherwise 
endangered. If all conditions are met and payments made 
during a period of 60 years the housing units thereupon be- 
come the property of the local authorities, 


The vital provision in the entire plan is that the grants up 
to 45 per cent of the cost of the structures and supplemen- 
tary loans may be made to “any public housing agency to 
assist the development, acquisition or administration of any 
low rent housing project by such agency.” It might be said, 
however, that few states and cities have agencies capable of 
handling such undertakings and few funds for the purpose. 
Opposition of real estate interests might well make the pas- 
sage of state legislation necessary to establish such agencies 
difficult; in any event so much time would be required that 
early benefits involving the cooperation of local or state 
housing authorities might be considered rather questionable. 

In the long run, the success of the proposed plan depends 
on the cooperation of private capital upon the basis of a fair 
return and assured safety of the principal of the investment. 
Considering the proportion of the cost to be borne by the 
Government it might be possible to insure a fair, if low, re- 
turn on the private capital invested and still keep rents 
within the limits required to serve families with an income 
of $1,500 or less per year as contemplated. However, capital 
might not take kindly to an investment which may run up to 
60 years without considerable assurance that it can count 
upon stable conditions and steady return during the life of 
the partnership with the Government. 


A FIRST-MAGNITUDE JOB 


For 20 years Federal and private efforts have sought to make some progress with the na- 

tion’s housing problem. But so little has been accomplished in 1936 that Sidney Kings- 

ley, in the play Dead End, can still depict in the theater the social evils that arise from 
neglected metropolitan slums. Below, a scene from the play 
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Bank Earnings and Taxation 


A Table Compiled by Charles H. Mylander, Vice-president of the Huntington National Bank, 
Columbus, Ohio, and Chairman of the Committee on Taxation, American Bankers Association 


TABLE I 
Net Operating Earnings Before Taxes, Taxes Paid and Percentage of Earnings Paid 


as Taxes for year ending June 30, 1934; also Capital Funds, Total Deposits and 
Ratio of Deposits to Capital for All National Banks 


(000 omitted) 


Ratio 
Federal Reservo Net Earnings Taxes Percentage Capital Total Deposits 
District Before Taxes Paid Taxes of Net Funds Deposits to Capital 


Boston 27,974 3,008 10.75 244,966 1,696,723 
New York 76,534 9,928 12.97 659,716 4,470,919 
Philadelphia 26,354 2,777 10.54 266,076 1,586,177 
Cleveland 22,142 3,221 10.03 210,998 1,476,679 
Richmond 12,558 1,999 15.92 107,476 868 ,643 
atlenta 12,348 2,310 18.71 117,465 863,757 
Chicago 32,791 6,238 19.02 314,755 2,935,886 
St. Louis 9,251 1,694 18.31 80,285 688, 981 
Minneapolis 9,626 2,041 21.20 90,995 763,193 
Kansas City 14,027 2,310 16.47 113,201 1,128,205 
Dallas 14,979 3,222 21.51 115,461 884,981 
San Francisco _33,872 _4,809 14.20 265,960 _ 2,531,753 


8 
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Total 292,456 43,557 14.89 2,587,354 19,895,897 
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TABLE II 


Net Operating Earnings Before Taxes, Taxes Paid, and Percentage of Garnings Paid 
as Taxes for year ending December 31, 1934; also Capital Funds, Total Deposits 
and Ratio of Deposits to Capital for Insured, Non-Member Banks 


(See Note Below) 
Number Net 
Banks Earnings Percentage 
Size of Bank In Size Before Capital Total 
(Total Deposits) Class i Deposits Ratio 


Under 100 M 67,000 2.68 
100 M to 250 M 167,000 4.39 
250 M to 500 M 1,720 348,000 5.35 
500 M to 750 M 641 610,000 5.65 
750 M to 1,000 M 380 858,000 5.88 
1,000 M to 2,000 M 585 1,369,000 5.68 
2,000 M to 5,000 M 255 2,875,000 5.90 
5,000 M to 50,000 M116 2,069,000 11,095,000 5.36 
Over 50,000 M 4 903,500 9,577,000 88,691,000 9.26 


Note: The figures given here are the average; i.e. total earnings, taxes paid, 
capital funds and deposits for each group have been divided by the number 
of banks in the group. The table thus shows the figures for the average 
bank in each, group. 
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THE PENNSYLVANIA RAILROAD 


SUMMARY OF ANNUAL REPORT FOR 1935 


$ bey 89th Annual Report of the Pennsylvania Railroad Company covering operations for 1935 will be presented to the stockholders 
at the annual meeting on April 14, 1936. The report shows that total operating revenues increased over 1934 by $24,143,487, oF 


7% (due in part to increase in freight rates), but continued subnormal, being 46% less than the annual average for 1925-1929. 


Operating 


expenses increased $17,132,347 (due principally to higher wages). The Company earned a net income of $23,849,798 as compared with 
$21,633,965 in 1934. Surplus for 1935 was equal to 2.8% upon the outstanding Capital Stock as compared with 2.5% in 1934. Surplus 


per share (par $50) was $1.38 as compared with $1.23 in 1934. 


OPERATING RESULTS 


Tora OperaTiInG Revenues were 
Torat OperaTING Expenses were 
Leavinc Net Revenue of 

Taxes amounted to...... 


Equipment, Joint Rents, etc., amounted to 
Leavinec Net Rattway Operatinc Income of............ 
INCOME FROM INVESTMENTS AND OTHER Sources amounted to 


Maginc Gross Income of 


Comparison with 1934 
1935 Increase or Decrease 


«. $367,812,186 $24,143,487 
263,100,184 17,132,347 
104,712,002 7,011,140 

25,234,425 1,502,999 

— 9,082,936 

70,394,641 6,259,354 
36,413,423 3,600,468 
106,808,064 2,658,886 


Renta Paw Leasep Lines, INTEREST ON FuNpED Dest AND OTHER 


Cuarces amounted to........... 


Leavine Net Income (Equal to 3.6% of Capital Stock) 
APPROPRIATIONS TO SINKING AND OTHER Funps, etc. ...........- 


Surptus (Equal to 2.8% of Capital Stock) 


82,958,266 


I 443,053 
23,849,798 
I 


2,215,833 
279,497 
1,936,336 


5,721,402 
18,128,396 


Dividend of 2% ($13,167,696) was paid on February 29, 1936, to stockholders and charged against net income for 1935. 


FINANCE 


The net increase in total funded debt was $3,564,340. The Company paid 
$6,043 000 equipment trust obligations which matured , and, in advance of ma- 
turity, $3,648,000 4% Secured Serial Notes. Provision was made to pay at 
maturity, Feb. 1, 1936, the balance of its Fifteen-year 644% Secured Gold Bonds 
outstanding ($52,000,000), $8,000,000 having been purchased and cancelled 
during 1935. 

To complete its electrification program and purchase new electric locomotives, 
the Company sold to the Government $8,410,000 additional Thirty-year 4% 
Secured Serial Bonds and $13,024,000 Twenty-year 4% Equipment Trust 
Certificates. 

Since the close of the year ,provision was made to redeem on May 1, 1936, the 
$50,000,000 Forty-year 5% Secured Gold Bonds due November 1, 1964, partly 
outof treasury funds and partly through the sale on a 3.95% basis of $40,000,000 
General Mortgage 334% Bonds, Series C, due April 1, 1970, thus effecting a 
substantial reduction in the annual fixed charges. $18,420,000 Fifteen-year 234% 
Equipment Trust Certificates also were sold since the close of the year ona 2.71% 
basis, the proceeds of which will be utilized in part payment for 10,000 new 
freight cars. 

The last authorized increase in funded debt approved by the stockholders in 
1931, is almost exhausted and approval of an additional $75,000,000 will be asked 
at the annual meeting. Meanwhile, the Company has met all its capital require- 
— and paid off over $140,000,000 of outstanding debt during that five-year 
period. 

The net increase during 1935 in investment in road and equipment for the 
entire system was $4,378,916. 


IMPROVEMENT PROGRAM 

During 1935 the electrified line between New York, Philadelphia, Baltimore 
and Washington was opened for complete operation of passenger and freight 
service. Electrification has resulted in an unparalleled transportation service to 
the public and placed the Company in an advantageous position to handle profit- 
ably increased traffic as business recovery proceeds. It also increased production 
and employment throughout the country 

Improved facilities for handling U. $.mail in Philadelphia, the new Newark 
Station, one lift-bridge and facilities requisite for operation of three tracks east 
of Newark Station were completed. Important additions and betterments were 
finished or progressed at other points. 


NEW AND IMPROVED EQUIPMENT 
Eighty-four electric passenger and four electric switching locomotives; 100 
70-ton covered hopper gondola cars for handling bulk shipments of cement; 180 
drop bottom containers for handling bulk materials; 8 large-capacity steam loco- 
motive tenders for use in passenger express train operation; and two steel coal 
barges were placed in service. 10,000 new freight cars were ordered, of which 
6,000 will be built in the Company's shops and 4,000 will be purchased. Air- 
conditioning was installed in 19 additional dining cars and 74 additional coaches. 
At the end of the year approximately 1,000 air-conditioned cars were operated 

on the System lines, the largest fleet of such cars on any railroad. 


BETTER SERVICE 

The schedule of the “Broadway Limited" operating between New York and 
Chicago was reduced to 16% hours, its fastest time. Trains between New York, 
Philadelphia, St. Louis, Cincinnati and Cleveland were quickened and rearranged 
to provide a maximum of service and more convenient times of arrival and de- 
parture. The “Congressional” between New York and Washington now covers 
the 225 miles in 225 minutes including six intermediate stops, the fastest schedule 
ever operated between those cities. Electrified operation also permitted faster 
schedules in the through service to and from New England and the South . 

By an over-night collection and delivery service, less than carload freight time 
between many points was reduced one full day. On Sept. 1, 1935, a C.O.D. 
service was inaugurated, the railroad collecting the invoice price upon delivery 
and remitting to the shipper. 

FREIGHT RATES 

The railroads of the country have petitioned the Inter-State Commerce Com- 
mission for authority to continue as part of their regular tariffs the so-called 
emergency increases in freight rates on certain classes of traffic authorized April 
18, 1935, and expiring on June 30, 1936. The additional revenue from the in- 
creased rates in the twelve months ending April 18, 1936, will be about $100,- 
000,000, as against an annual increase, based on 1935 operations, of about 
$260,000,000 in expenses compared with 1933, due to higher wage levels, and 
higher costs of fuel and other materials and supplies. 


STOCKHOLDERS 


Capital Stock of the Company, at the end of the year, was owned by 227,251 
holders, a decrease of 5,747 compared with December 31, 1934. The average 
number of shares owned was 57.9 shares. 


Splendid work has been done by the employes in accomplishing the results recorded. The Company's stockholders and bondholders 
can materially aid by helping to secure additional traffic and thus increase revenue. The Pennsylvania Railroad cordially invites their 
active interest in getting people to travel and ship via the Pennsylvania Railroad. 


Philadelphia, Pa., March 30th, 1936 


THE PENNSYLVANIA RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 
Stockholders can obtain copies of the Annual Report from J. Taney Willcox, Secretary, Broad St. Station Building, Philadelphia, Pa. 


M. W. CLEMENT, President 
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Record Bank Deposits 


j pow annual listing of the 150 largest 
banks in the United States and the 
British Empire by the California Bank, 
Los Angeles, reveals an appreciable 
increase in the size of the institutions 
during the past year. 

First place goes to the Federal Re- 
serve Bank of New York, whose $3,- 
254,054,000 deposit total leads the Mid- 
land Bank of London by more than a 
billion dollars. The average American 
institution in the new compilation has 


deposits of $322,842,021, an increase of 
17 per cent over the previous year, 
while the mean for the listed British in- 
stitutions, converted into dollars, is 
$370,441 ,089, a gain of 8 per cent. 
The listing is published in the 10th 
annual edition of the California Bank’s 
brochure, The Deposit Liabilities of One 
Hundred and Fifty of the Largest Ameri- 
can, British, Colonial and Dominion 
Banks. Figures for the American banks 
are as of December 31, 1935. Those of 


SINGLENESS 


OF PURPOSE 


om purpose underlies 


Central Hanover dealings with each 


correspondent bank: to try to make 


the relationship advantageous to 


doth institutions. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


the other banks are from the lates 
available statements. 

This year’s compilation shows 12) 
banks with deposits exceeding $100, 
000,000, as compared with 110 in this 
class last year and 97 the year before, 
The deposits of the smallest bank in the 
present list are $73,293,818, an all time 
high, exceeding the former peak reached 
in 1929 by about $5,000,000. 

The Midland Bank, ranking second 
to the New York Federal Reserve, is 
credited with deposits of $2,180,024,299, 
It is followed by nine other billion dollar 
institutions: 


Chase National Bank 
$2,075,121,091 


1,999,086,770 
1,974,324,415 
1,652,366,244 
1,591,192,987 
1,513,931,163 
1,492,708,326 
Bank of America, N. T. & S. A. 
San Francisco 


Continental Illinois National 
Bank & Trust Company 


1,155,265,465 


1,021,313,904 


Combined total deposits of $51,091, 
850,993 for all banks named in the 
brochure exceed by more than 12 per 
cent the former record peak of $45,374,- 
547,607 reached last year. Of the 150 
institutions, 94, with deposits of $30, 
347,149,966, are American and 56, with 
$20,744,701,027, are British, scattered 
throughout the Empire. 

New York and London, with 20 banks 
each, head the list of cities, but New 
York’s representatives lead London’s 
in deposits, $14,659,476,186 to $12, 
628,687,349. San Francisco has eight 
banks; Philadelphia seven; Chicago six; 
Boston, Edinburgh, Manchester and 
Pittsburgh five each; and Cleveland, 
Los Angeles, St. Louis and Toronto, 
four each. 

Of the 20 states and the District of 
Columbia represented in the list, New 
York has 23 of the 94 American banks; 
California and Pennsylvania 12 each; 
Missouri seven; Illinois and Ohio six 
each; and Massachusetts five. Of the 
British institutions, England leads with 
27 banks or head offices; Canada and 
Scotland have 8 each; Australia 5; 
Ireland and the Orient three apiece; and 
South Africa and New Zealand one 
each. 


BANKING 


Barclays Bank, Ltd. 
4 

HAR 

4 

Gite 

ey 

74 


The 
New York Irust 
Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 


I00 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, March 31, 1936 


ASSETS 


Cash on Hand, and in Fed- 

eral Reserve and Other 

Banks. . $48,521,516.33 
Exchanges, Collections and 

Other Cash Items . . 35,839,872.58 
United States Government 

Securities. . . 157,057,200.00 
Reconstruction Finance 

Corporation Notes . . 2,500,000.00 
Other Bonds and Securities 42,085,140.43 
Loans, Discounts and 

Bankers’ Acceptances . 114,764,922.88 
Interest Receivable, Ac- 

counts Receivable and 

Other Assets. . . 2,195,136.05 
Real Estate Bonds and 

Mortgages . . . .  2,581,158.80 
Customers’ Liability for 

Acceptances and Letters 

of Credit. . .  3,688,584.93 
Liability of Others on Ac- 

ceptances, etc., Sold with 

Our Endorsement os 339,579.46 
Equities in Real Estate . 715,860.04 
Banking Premises—Equity 

and Leasehold . . .  2,694,634.24 


$412,983,605.74 


LIABILITIES 
Deposits . $323,330,220.22 


Outstanding 

and Cer- 

tified 

Checks . 37,847,872.77 $361,178,092.99 
Dividend i, 

1936. 625,000.00 


Agreements to Repurchase 
Securities Sold . . .  1,385,275.00 


Accounts Payableand Other 
Liabilities . 1,285,621.36 


Acceptances and Letters s of 


Acceptances, etc., Sold with 
Our Endorsement . . 339,579.46 


Reserve forContingencies. 9,461,306.12 
Capital . $12,500,000.00 
Surplus . 20,000,000.00 


Undivided 
Profits . 2,348,222.54  34,848,222.54 


$412,983,605.74 


United States Government obligations and other securities carried at $41,750,668.25 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 


New York RUSSELL H. DUNHAM President, Lehigh Valley Railroad Co. 


MALCOLM P. ALDRICH 


ARTHUR M. ANDERSON 


EDWARD E. LOOMIS 


President, Hercules Powder Company 


ROBERT A. LOVETT 


J. P. Morgan & Company SAMUEL H. FISHER Brown Brothers Harriman @& Co. 


MORTIMER N. BUCKNER Litchfield, Conn. 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate © Company 
WILLIAM F. CUTLER ARTEMUS L. GATES 


Vice-President President 
American Brake Shoe & Fdy. Co. 


JOHN A. GARVER 
Shearman & Sterling 


FRANCIS B. DAVIS, JR ee 
President, Pressed Steel Car Co. 
President, United States Rubber Co. aan 
HARRY P. DAVISON B. BREWSTER JENNINGS 
J. P. Morgan & Company Standard Oil Co. of New York 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope &% Webb 
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Foreign Trade Banking 


By OTTO T. KREUSER 


E banker’s function in foreign 
trade is to facilitate the movement 
of goods bought and sold by im- 
port and export merchants, to supply 
the exchange with which payments are 
made and to advance funds for pur- 
chases or for prospective sales, if cir- 
cumstances justify. The same principles 
apply, in short, to foreign as to domestic 
trade; the bank provides short term 
credit and assists the producer or manu- 
facturer over his annual peak periods. 
In performing these services, a metro- 
politan bank with a clientele doing a 
large foreign business, or with interior 
correspondents whose customers are 
active abroad, must have at its com- 
mand extensive resources of a highly 
specialized nature. It was found neces- 
sary long ago to segregate these activi- 
ties in a foreign department, manned by 
a staff which must keep in close contact 
with international affairs to the end that 
persons or institutions using the depart- 
ment’s facilities could be carefully and 
properly served. 


MORE ENLIGHTENED VIEWPOINT 


AFTER going through a violent cycle of 
prosperity and depression, it seems that 
we may definitely hope we are now on 
the upgrade and that we are justified 
in laying our plans on that basis. Once 
more the export of those American prod- 
ucts which we are able to produce more 
economically than other countries is in- 
creasing. Another hopeful sign has re- 
cently appeared—the growing realiza- 
tion that if we are to have foreign trade 
we must buy as well as sell. 

Our financial institutions, surely, are 
ready to assume an important réle in 
fostering and aiding this trade in every 
way. Their staffs are experienced, 
well trained and equipped to assist in- 
dustry and commerce, either directly 
or through interior correspondents, and 
to join with them in rebuilding inter- 
national trade. 

Much of this service, of course, will 
necessarily be rendered through the 
foreign departments of the large metro- 
politan banking institutions, and it may 
be pertinent to examine briefly some of 
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the functions which these important 
divisions perform. They are prepared to 
render every kind of assistance, ranging 
from travelers’ letters of credit to the 
financing of international trade. 

Foreign department specialists, for 
instance, follow closely and are familiar 
with the marketing practices and cur- 
rent trends of the principal export and 
import commodities, such as cotton, 
grains, sugar, rubber, silk and coffee. 
Thus the department heads are in a 
position to exercise responsible super- 
vision over lending operations based on 
such commodities, enabling them to 
arrive at a conservative and at the same 
time helpful lending policy. Because the 
trend of commodities is based on con- 
ditions in many countries, because sub- 
stantial amounts of commodities enter 
into foreign trade, and because the con- 
tacts with other countries are logically 
in the foreign department, a number of 
institutions have found it desirable to 
lodge their entire commodity business in 
that department. 


FINANCING STAPLES 


COMMODITY financing of the large 
banks consists principally of variations 
of two types of transactions—loans 
(or acceptances) secured by readily 
marketable staples with proper margins 
in warehouses, and shipping documents 
covering the actual exportations or im- 
portations. Thus a cotton or grain mer- 
chant wishing to accumulate stock for 
distribution or export will make some 
purchases with his own working capital, 
store the commodity in independent 
warehouses, present the warehouse re- 
ceipts to the bank, obtain loans and 
make further purchases. When ready to 
export, he will arrange for permission 
to ship the goods abroad, exchanging 
the warehouse receipts for negotiable 
bills of lading and insurance papers, and 
deliver them to the bank, which will 
send them abroad (frequently accom- 
panied by a draft on the purchaser) for 
collection, applying the proceeds, when 
received, to the liquidation of the loan. 

The commodity specialists in the 
banks keep in direct contact with the 
markets by making frequent trips to 
the production area in the case of Amer- 
ican commodities, and by a close study 


of production and consumption statis. 
tics and trends in the case of all staples, 
Foreign import and export regulations 
and tariffs are among the factors which 
have to be constantly watched. 

In a large banking institution there 
are groups of other specialists supervis- 
ing relations with correspondents in 
various sections of the world. Naturally 
this supervision is variously organized 
in different banks. But as an example, 
one group might supervise European 
relations, another Latin American, and 
still another Far Eastern. Each group 
sees that the accounts from and with 
correspondents are conducted satisfac- 
torily and that every business opportu- 
nity is utilized. Further, they keep in- 
formed on developments and trends in 
the countries under their supervision. 

Responsible foreign correspondents 
are frequently granted overdraft facili- 
ties against remittance in the mails. 
This procedure enables the banks abroad 
to dispose by cable against checks and 
documentary drafts mailed to this coun- 
try. At other times American banks 
are prepared to extend to foreign banks 
facilities for the exportation of Ameri- 
can merchandise by authorizing the 
exporter to draw for account of the for- 
eign bank, usually at 90 days’ sight on 
the American bank, drafts to be accom- 
panied by shipping documents. The re- 
sulting bank acceptance is covered by 
the foreign bank at maturity and an 
amount up to which the foreign bank 
may arrange such accommodation is 
usually agreed upon beforehand. 

This represents, generally, an unse- 
cured extension of 90 days’ credit by 
the American institution. Even though 
the standing of the foreign bank fully 
entitles it to the credit granted, con- 
ditions entirely beyond its control may 
make the continuance of such credit un- 
wise. The supply of foreign exchange 
available in the foreign country, for 
example, may be so reduced by an un- 
favorable trade balance or by war, 
political conditions, etc., that the cov- 
ering of the credits at maturity may be 
impossible. We have seen this in recent 
years only too often—in Germany, in 
many Latin American countries and 
elsewhere. 

For this reason, while banks usually 
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do not endeavor to keep abreast of 
purely commercial matters, such as 
minor tariff changes or export and im- 

rt regulations, which do not affect 
trends, they endeavor to collect com- 
plete information on foreign exchange 
restrictions, on uses that can be made 
of the many varieties of blocked curren- 
cies, on foreign trade statistics of the 
important commercial countries, and on 
foreign government finance. 

The knowledge thus made available is 
also highly useful to the customers of 


the bank engaged in exporting to these 2 


nations. Although many commercial 
and industrial firms have foreign con- 
tacts of their own, they check frequently 
with the bank’s experts to compare 


views; they can often avoid having , 
larger amounts tied up abroad than are 4 


necessary merely to keep their goods be- 
fore the foreign consumer. 

In order to insure the fullest under- 
standing of conditions, certain officers 
of the foreign departments make peri- 


odic visits abroad and maintain con- 33 


tacts with the best informed bankers 
and economists there. They then have 
the benefit of personal relationship with 
the banks to whom their institutions 
may have occasion to extend facilities; 
and they are in a position to make their 
knowledge of conditions freely available 
to the bank’s domestic customers, either 
by conference or by correspondence. 
Another valuable service is extended 
to foreign and domestic customers or 
correspondents alike. At their request, 
information in the bank’s credit file is 
made available to them and they are 
greatly aided in determining whether it 


tries; (c) ascertaining foreign trade op- 
portunities and doing trade promotion 


% work; (d) financing shipments and mak- 
& ing collections; (e) servicing American 
= commercial travelers and tourists. 


None of these functions or services 


can be performed directly by the small 
& or medium-sized inland bank. It does 


ye. not handle enough business with any 


is wise to do business with a given 
prospective customer. 

American branch banks are now es- 
tablished in most of the important 
European countries, the principal Latin 
American nations and the West Indies, 
and almost all the commercially impor- 
tant points in the Far East. 

These branches are recognized factors 
in the business life of the communities 
where they are located, and they repre- 
sent highly useful outposts of American 
commerce and trade. 


The Small Bank’s Opportunity 


By CLYDE W. PHELPS 


Head of the Department of Economics, 
University of Chattanooga 


HE American banking organiza- 
tion for handling foreign trade may 
be considered as made up of two 
chief divisions. The primary organiza- 
tion is composed of a few great banks 
in New York, Boston and San Fran- 
cisco, which operate through their own 
offices abroad as well as through their 
foreign correspondents, and a large 
number of big banks in many cities 
which deal through foreign correspond- 
ent banks. 
The secondary organization includes a 
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multitude of small and medium-sized 
banks, mainly inland. These banks are 
not able to maintain balances abroad 
and have direct foreign correspondents 
as the two classes of banks in the pri- 
mary group can. But they may have as 
correspondents some big banks in this 
group, and thus be able to bring the 
foreign banking services of these banks 
to inland communities. 

In order to handle foreign trade, a 
bank must be able to perform certain 
fundamental functions or render cer- 
tain important services: (a) securing 
credit information regarding foreign 
buyers and prospective customers; (b) 
getting commercial and other informa- 
tion on social, economic and political 
conditions in foreign cities and coun- 


) foreign center to justify maintaining 


foreign balances and foreign correspond- 
ent relationships, to say nothing of 


- maintaining its own offices abroad. 
* Efforts by inland banks to found coop- 
; erative foreign trade banks to do these 


things have so far met with failure. The 
small or medium-sized bank cannot 
afford to provide foreign credit informa- 


tion, foreign trade promotion and other 


services to its community gratis. 
Yet in many a community not large 


# enough to support a big bank with for- 
@ eign offices, foreign correspondents or 
, both, there are many exporters or would- 
1 be exporters who can be most efficiently 
served by the small banks of that com- 
munity. For example, there are those 

exporters who are not big enough to 
have an account in a big-city bank and 
have it directly handle their foreign 


trade business. 


The local institution having corre- 
spondents among the big-city banks can 
place the foreign banking facilities of 
these banks at the disposal of such ex- 
porters and would-be exporters. It can 
take their drafts for collection or as a 


basis for loans. 


Those manufacturers and exporters 
in inland communities who are able to 
carry accounts in the big banks having 
their own foreign trade facilities can 
deal with these banks directly. But for 
the other manufacturers and exporters 
and for the would-be exporters, the local 
institution is absolutely indispensable. 
If these business men are to be served 
at all, if their foreign business is to be 
promoted and expanded, or if they are 
to be interested in checking up on the 
possibilities of doing some foreign trade, 


the local institution must do the job. 


The local bank can do this job with no 
trouble or expense to itself and with 
profit to both its customers and itself 
by having among its correspondents 
great banks in the “primary organiza- 
tion”, and by taking advantage of the 
excellent foreign banking facilities of 


those banks. 


It is questionable whether small and 
medium-sized inland banks have gen- 
erally given this opportunity of serving 
their customers the attention which it 


deserves. It is worth checking up on. 
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Facts from Operating Analyses 


N the constant effort of bank man- 

agements to increase their operat- 
ing efficiency and thereby add to the 
net earnings of their respective institu- 
tions we very often find them making 
comparisons of various operating figures 
and ratios in order to determine where 
improvements can be made. This is as it 
should be. But all too often bank offi- 
cials take these figures and ratios at 
their face value without analyzing the 
circumstances behind each individual 


COMMERCIAL * CHECKING 


il 


set of figures. There is an element of 
danger in this method of analysis. There 
are no two banks whose activities and 
volume of business are so much alike 
that they would result in identically the 
same ratios or figures. 

There are two banks with total de- 
posits of $10,000,000 each. We will dis- 
tinguish between them by calling the 
one Bank “A” and the other Bank 
“B”. The cashier of Bank “A” was be- 
ing criticized by his superiors because 


... your card, please’ 


You don’t have to have a calling card when you drop 


in here for a chat. Because there’s always a chair 


reserved for you.. 


. and all the time you want in 


which to talk things over. Our officers are wholly 


and interestedly at your service in matters affecting 


our mutual interests. Your visit will be a welcome one. 


LAURANCE ARMOUR 
President 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Hicage 


LA SALLE STREET 


AT 


WASHINGTON 


MEMBER OF THE FEDERAL DEPOSIT INSURANCE CORPORATION 


By J. W. MILLER 


Assistant Auditor, Ft. Wayne 
National Bank, Ft. Wayne, Indiana 


his institution had 12 more people on its 
payroll than Bank “B”. However, a de- 
tailed analysis of the operations of the 
two banks revealed several facts. 

The deposits of both institutions were 
broken down into those subject to 
check, which we will identify as com. 
mercial, and those not subject to check, 
which we will identify as savings de- 
posits. Alongside of these was placed 
the number of employees in these de- 
partments in each respective bank. The 
results were as follows: 


COMMERCIAL DEPARTMENT 


Deposits Employees 
Bank “A” 16 
Bank “B” 10 


SAVINGS DEPARTMENT 


Deposits Employees 
Bank “A” 4 


Bank “B” 7 


A further breakdown of these figures 
was made which gave the following in- 
formation: 


TOTAL DEPOSITS PER EMPLOYEE 


Commercial 
Department 
Bank 
Bank “B” 


Bank ca” 
Bank “ B ” 


An activity analysis was also made 
which revealed that on an average each 
employee in the commercial department 
of Bank “A” was handling 23 per cent 
more transactions than the employees 
in the commercial department of Bank 
“B”, The savings department employ- 
ees of Bank “A” were 7 per cent more 
efficient than those of Bank “B”’, con- 
sidering the average number of trans- 
actions handled by each employee. 

All the above analyses more than 
justified the employment of three more 
individuals in the deposit departments 
of Bank “A”. 

The assets of the two institutions con- 
sisted of the following: 


BANK “A” BANK “B” 


Commercial and indi- 
vidual loans $4,885,000 $2,475,000 
278,000 


Time payment loans... 
4,057,000 5,530,000 
Cash and bank balances 1,810,000 3,015,000 


Bank “A” used the services of six 
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people in its lending division as com- 
ed with three employed in the same 
department of Bank “B”. 

An activity analysis of the commer- 
dal and individual loans showed ap- 
proximately the same amount of activ- 
ity per $100,000 of loans in each institu- 
tion. If we use this as a barometer, 
Bank “A” was justified in its employ- 
ment of twice as many individuals to 
service its commercial and individual 
loans as Bank “B”. And, in addition, 
Bank “A” had $278,000 of small 
monthly and semi-monthly payment 
loans in which the activity factor was 
very great. 

Each bank had one individual who 
did nothing but handle his bank’s in- 
vestment account. 

Both banks operated trust depart- 
ments in which the general run of ac- 
counts was similar. Bank “A” had ap- 
proximately four times the volume of 
trust business as Bank “B”. Bank “A” 
employed five individuals in its trust de- 
partment as compared with two in the 
service of Bank “B”’. 

Bank “A” used the services of four 
people in its mortgage bond servicing 
division. Bank “B” had no such de- 
partment. 

It is not intended that these analyses 
beinterpreted to mean that Bank “A” 
had reached the acme of efficiency in 
bank operations. The intention is to 
show by an actual example how im- 
practical it is to use comparative figures 
in an effort to determine weaknesses in 


SKIPPER 


Commodore Sir Edgar Brit- 
ten, formerly captain of the 
Berengaria, who will com- 
mand the Queen Mary on 
her maiden voyage from 
Southampton to New York 


internal bank policies without first 
analyzing what lies behind these figures. 

A few of the many factors which 
must be taken into consideration in 
making comparisons are that: 

(1) the volume of business trans- 
acted by non-banking departments, 
such as a trust department, a safe 
deposit department, etc., is not re- 
flected in the bank’s total figures; 

(2) it takes less man power to operate 
a savings department than it does a 
commercial department of equal de- 
posits. A bank with a large savings 
department and a small commercial de- 
partment will pay out a greater portion 


of its income in interest and a lesser 
amount in salaries and other expenses 
than will an institution where the situa- 
tion is reversed; 

(3) in comparing any department the 
activity per unit of business must be 
considered. Where the activity is great 
the operating expenses will be corre- 
spondingly high; 

(4) it requires more individuals to 
service loans than it does investments. 
Consequently a bank with a large bond 
account and a small loan total will need 
fewer individuals in its investment and 
lending division than will a bank where 
the same condition does not prevail. 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
March 31, 1936 


RESOURCES 


Cash and Due from Banks 


U. S. Government Securities 
(Includes Bonds Guaranteed by the United 


States Government) 


State and Municipal Bonds 
Stock of Federal Reserve Bank .. 


Other Securities 


Loans and Bills Purchased 


Mortgages 
Banking Houses 


Other Real Estate Equities 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


$120,841,084.48 
243,046,417.21 


26,733,802.95 
1,936,050.00 
53,922,671.02 
192,358,264.07 
23,920,357.63 
15,005,700.00 
5,092,589.96 
17,879,035.80 
2,453,086.62 


$703,189,059.74 


LIABILITIES 


Surplus and Undivided Profits . . 


Capital Notes 


Outstanding Acceptances 


Deposits 


$ 32,935,000.00 
12,865,095.41 
25,000,000.00 
17,237,131.90 
411,687.50 
18,947,094.62 
595,793,050.31 


$703,189,059.74 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 


Member Federal Deposit Insurance Corporation 
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“Something for Silver” 


Our SttvER DEBACLE. By Ray B. 
Westerfield. The Ronald Press, New 
York, 1936. 214 pages. $2.50. 


w~ is a strong presentation of 
the case against the Administra- 
tion’s silver policy, which Dr. Wester- 
field alliteratively describes as the 
“Triple F—Fallacy, Folly and Failure.” 

In this very readable book the profes- 


SECURE 


His responsibilities include buying in- 
surance to protect millions in property 
values. 

Guess work and hunches have no place 
in his make-up. Among the companies 
that get his unqualified “OK” are the 
five that comprise the Fireman’s Fund 
Group. Appraised by the most rigid 
standards, they meet every requirement 
for strength, permanence and stability. 


If your responsibilities include property 


insurance, consult one of the 11,000 
Fireman’s Fund Agents, or yout broker. 


New Books 


sor of political economy at Yale Uni- 
versity assembles fact and argument to 
show that the most recent manifesta- 
tion of the old urge to “do something 
for silver” prompted a program that 
has not achieved its purposes, but has 
caused waste, confusion, economic dis- 
orders and fresh controversy over a 
monetary issue which supposedly had 
been settled. The policy, says the au- 
thor, amounts to exchanging a subsidy 


LUusutance tS 


of the 


Firemans Fund Insurance Company ~ Oceidental Insurance Company 
Home Fire & Marine Insurance Company 


FUND GROU 


Firemans Fund Indemnity Company ~ Occidental Indemnity Company 


New York Chicago - 


SAN FRANCISCO 


Boston Atlanta 


Fire Automobile Marine Casualty Fidelity» Surety 


DEPENDABLE 


INSURANCE 


Since 1863 


to the silver producers for the political 
support of the silver states. 

Dr. Westerfield examines in consider. 
able detail the fortunes, both economic 
and political, of the white metal, espe. 
cially during the post-war and depres. 
sion periods; he is most interested, of 
course, in the latter. He traces silver’s 
legislative career, particularly during 
the present Administration, and dis. 
cusses at some length the silver pur- 
chase acts and effects of the policy on 
China, Mexico and India. 

Although this economist finds that 
our Government’s silver purchases have 
provided an economically insoluble 
problem, he offers a compromise policy 
for making the best of the situation. 
Among other things, he recommends 
immediate abandonment of foreign 
purchases, retention of the silver al- 
ready bought in the hope that some day 
it can be absorbed into circulation, sub- 
stitution of a direct subsidy for pur- 
chases of current domestic production, 
development of a free market, and prac- 
tical cooperation with other countries 
toward stabilizing their currencies. 


Economic Analysis 


DEPRESSION AND RECONSTRUCTION: A 
Stupy OF CAUSES AND CONTROLS. By 
Eleanor Lansing Dulles. University of 
Pennsylvania Press, Philadelphia, 1936. 
340 pages. $3. 

Readers seeking a competent, com- 
prehensive discussion of the depression 
and its problems should find their re- 
quirements met by this book, which is 
one of the series of research studies 
brought out by the Wharton School of 
Finance and Commerce, University of 
Pennsylvania. 

Miss Dulles, author of “The French 
Franc” and “The Bank for Interna- 
tional Settlements at Work”, wrote the 
present volume in 1933 and in the early 
part of 1934. It undertakes an analyti- 
cal consideration of the relation of 
theory to policy, a brief but inclusive 
survey of the causal years 1920-1929 
and the subsequent deflation, and lastly, 
an analysis of problems of reconstruc 
tion and prevention. This last section 
emphasizes efforts to influence output 
and to control production by influenc- 
ing value. Specific attitudes and meas- 
ures are urged, but there is no discus- 
sion of concrete practices or laws. 

The book states a number of “definite 
guiding principles which must be ob- 
served irrespective of time, place oF 
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system of control.” Among them are: 

“(1) It is essential to recognize cer- 
tain long-time influences and trends in 
business decisions even at the cost of 
short-run profits. (2) A unit of account, 
based on well-established monetary 
principles, is a prime requisite to an ac- 
tive profit economy. (3) Investment 
funds are the only effective means of ad- 
justing inter-industry relations and here 
private and ‘central’ banking institu- 
tions exert a critical influence. (4) No 
‘planning’ or ‘control’ can do away 
with the necessity of making a real 
profit. (5) Widely diversified and com- 
prehensive research will be an essential 
to lasting improvement of economic 
conditions. And finally, (6) trial and 
error methods are too slow to overtake 
economic change and to make an effec- 
tive base for policy.” 


Personal Loans 


INCREASING PERSONAL LOAN BUSINESS. 
By R. E. Doan and G. F. Foley. Bank- 
ers Publishing Company, Cambridge, 
Massachusetts, 1936. 112 pages. $2.50. 

Mr. Doan is director of public rela- 
tions of The Denver National Bank and 
Mr. Foley is assistant cashier and man- 
ager of the personal loan and savings 
department in the same institu.. n. 
Their book is a useful contribution to a 
timely subject and will be of interest 
not alone to bankers, but to finance 
company executives, credit men and 
merchants. 

The plans and suggestions offered by 
the authors are drawn from a study of 
procedure used in personal loan systems 
throughout the country, although the 
experience of the Denver National Bank 
is frequently cited. The main purpose of 
the book is to present tested methods of 
expanding this form of lending; thus the 
text contains a minimum of theory and 
a maximum of practical information. 

There are operating suggestions with 
regard to the ledger card, payment 
ticket, filing system, and credit-check 
work sheet, and a chapter on advertis- 
ing the personal loan department. The 
authors have also compiled interesting 
percentages showing classification of 
borrowers—clerical workers comprise 
by far the largest proportion—and the 
purposes for which most loans are made. 

Considerable space is devoted to a 
discussion of “The Denver Plan for 
Liquidating Overdue Retail Store Ac- 
counts”, which was originated and 
developed by Messrs. Doan and Foley. 
Application of the plan to large depart- 
Ment stores and to small retailers, pro- 
fessional men, etc., is explained. 

In their last two chapters the authors 
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make numerous useable suggestions re- 
garding the handling of F.H.A. mod- 
ernization and mortgage loans. 


Answer to Critics 


AMERICA STRIKES Back. By Gustavus 
Myers. Ives Washburn, Inc., New York, 
1935. 396 pages. $3.75. 

Irked by foreign jibes at American 
money-grubbing, Mr. Myers sets out 
to prove that dollar-chasing is not lim- 
ited to this side of the Atlantic. In the 
course of his argument he also shows 
that political skullduggery and opera 
bouffe legislatures are pretty evenly 
distributed among the nations. In fact, 


before finishing the text of the book 
and its copious notes, one wonders how 
Europeans have so long and so blandly 
imposed on us their accusations of 
American materialism. 

The author has done a remarkable 
work of research. In his pages he gives 
information that has too long, unfortu- 
nately, been omitted from the history 
books. Most of his “striking back”’, 
of course, is aimed at England, since 
that country has produced most of the 
untravelled commentators on American 
affairs. But France, too, comes in for 
enough of the comment to prick the 
“Uncle Shylock” balloon. 


@ Failure of business men to bond trusted 
employees, old or new in service, often 


proves very costly. 


¢ 


Realizing the importance of protecting 


the assets of their companies, executives 
should see that such bonds are in ade- 


quate amounts. 


The need for Fidelity Bonds is greater 
today than ever before, and all business 
men are urged to bond employees as a 
safeguard against loss through dishon- 
est acts before it is too late. 


AMERICAN 
SURETY 
COMPANY 


1884 


— ORGANIZED — 


NEW YORK 
CASUALTY 
COMPANY 


1890 


Home Offices: 100 BRoapway, NEw York 
Branch Offices in Principal Cities 


Both Companies Write 
Fidelity and Surety Bonds and Casualty Insurance 


al 

er- 

ic 

of 

r’s 

ng 

is- 

T- 

at 

ve 

dle 

cy 

Nn, 

| 

ay 

r- 

C- 

A 

by 

of 

6. 

yn 

| 

is 

eS 

of 

of | 

e 

y 

| 

| 

| 

81 


It Might Have 


Been Prevented 


j wre usual precautions were taken 
when the bank’s main office sent 
about $100,000 in currency to a branch 
which had a factory payroll to meet the 
next day. 

An armored car delivered the money 
in four canvas bags which were escorted 
into the building by several armed 
guards and deposited on the floor be- 
hind a teller’s cage. One of the tellers 
immediately began the task of counting 
the bills. He had completed his check on 
the contents of one sack when five men, 
brandishing machine guns, entered the 
bank. 

Their spokesman made the rather 
superfluous announcement that the in- 
stitution was being held up. It would be 
well, he said, if the payroll cash was 
made available to him and his men as 
quickly and as quietly as possible. 
While he spoke, one of the band moved 
toward the tellers’ compartments. 

The employee who had been checking 
the funds obeyed orders. He handed the 
man a bag containing approximately 
$50,000. Much to his surprise, the 
leader shouted: “All right, boys, let’s 
go!” The five escaped unmolested. 

In noting the facts of this robbery, 
the insurance company carrying the risk 
observed that it was purely through a 
stroke of good fortune that the bandits 
had not obtained the entire payroll; 
they had been satisfied with just one of 
the four money bags, although all were 
readily available. 

Inasmuch as the payroll checks were 
presented over a period of two days, it 
was suggested that the bank, as a pre- 
cautionary measure, might well have 
employed special guards during this 
time. Furthermore, the currency might 
have been taken for counting to a less 
conspicuous and more secure place, and 
the amount not immediately needed 
placed under protection of the delayed 
time lock. 


NOON HOUR PROTECTION 


IN another case, two bandits entered a 
bank while the assistant cashier was 
waiting on a woman customer. It was 
the noon hour and the other employees 
had gone to lunch. 

The men, of course, wanted the cash. 
One of them pointed a revolver at the 
banker and advised the woman to ob- 
serve the proprieties of the occasion by 
standing still and keeping quiet. The 
second handed the assistant cashier a 


sack, instructing him to “clean out the 
till.” 

“And be sure,” he admonished, “to 
give us not less than $3,000.” 

“You’re getting that much, if not 
more,” said the bank employee as he 
stuffed bills into the bag. 

When the cash drawer was empty the 
bandits ordered the woman and the 
cashier to the rear of the premises and 
left hastily after warning that they’d 
come back if there was any mistake 
about the amount of money in the bag. 

The holdup men apparently knew 
that only one employee of the bank was 
on duty during the lunch period. Per- 
haps they also knew that at that time of 
the year—the harvest season—the in- 
stitution carried extra cash, and had 
hoped for a larger haul, even though 
their minimum requirement was fairly 
modest. As it was, they got all that was 
available, for most of the bank’s cur- 
rency was properly protected by time 
lock. 


BANKING for 


Reference 


To the Editor: 
ANKING’S new alphabetical index 
provides its readers with an orderly 
arrangement of material for a quick 
reference to each issue. 

Doubtless bankers have observed 
articles of special value in the magazine 
which they wished to preserve for fu- 
ture information or possible use in their 
own banks. Perhaps some article on 
bank management would be useful 
when installing a new system or making 
improvements on an old method. As a 
rule when the time arrived for making 
the bookkeeping changes the title of the 
article was forgotten and it was neces- 
sary to go through the pages of several 
copies. 

To facilitate research and make it 
possible to locate an article in any issue, 
the writer has compiled a supplemen- 
tary index. 

By removing the index from each 
issue of the magazine and placing these 
pages in a ring binder, it is possible to 
refer to any subject quickly without 
handling the magazines. If the book is 
kept handy and used frequently, BANK- 
ING will become a valuable reference 
library for bankers. 

GEorGE R. SMITH 
Cashier 
The Commercial National Bank 
Demopolis, Alabama 


Graduate School 
Activities 


every field of activity 

in the banking profession is repre. 
sented among the bankers who will at- 
tend the second resident session of the 
Graduate School of Banking at Rutgers 
University, New Brunswick, New Jer- 
sey, June 22 to July 3. 

Accepted applicants for the new 
class up to the middle of April included, 
for example, 8 bank presidents, 11 vice- 
presidents, 20 trust officers, 20 cashiers, 
25 assistant cashiers, 20 assistant trust 
officers, 5 auditors, 4 comptrollers, 4 
treasurers or secretaries, 5 bank ex- 
aminers and one bank commissioner. 
They represent all sections of the 
United States. 

While the roster of the student body 
—there is to be an enrollment of 400 
this year compared with 220 at the first 
resident session in 1935—is being com- 
pleted, preparations for the classes at 
Rutgers are going forward rapidly. 
Speakers have been obtained for the 
three seminars scheduled for the fort- 
night: Colonel Leonard P. Ayres, vice- 
president, Cleveland Trust Company 
and chairman of the Economic Policy 
Commission, American Bankers Asso- 
ciation; Dr. Harold G. Moulton, 
president, The Brookings Institution, 
Washington, D. C.; and Willard M. 
Kiplinger, Washington journalist and 
commentator. 


SEMINAR TOPICS 


THE purpose of the seminars is to pro- 
vide opportunity for discussions under 
the leadership of men prominent in 
business and professional life. Dr. Moul- 
ton, who joins the group of speakers 
this year, will talk on the general sub- 
ject of price movements. Colonel Ayres’ 
subject is bank management in periods 
of inflation, while Mr. Kiplinger will 
comment on Washington developments. 
Their addresses will be of about 40 
minutes’ duration, followed by general 
discussions of the subject matter by 
members of the Graduate School faculty 
and the students. 

Bankers who are returning to the 
Rutgers campus this Summer will note 
several physical changes in the school. 
To accommodate the enlarged student 
body, new dining quarters will be pro- 
vided in the university gymnasium. 
This large hall is to be divided, half the 
space being used as a commons and half 


. asa Class room. Also, a new kitchen is to 


be installed. 
BANKING 
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INCE September 1934 approximately 

940,000 urban homes of the one- and 
two-family type have been recondi- 
tioned with the aid of some $365,000,- 
000 in credit, says the United States 
Building and Loan League. 

Only structural repairs and improve- 
ments are included in this estimate, and 
Federal Housing Administration loan 
figures have been adjusted on that 
basis. 

“We do not count every family which 
installed a new heating system or a new 
refrigerator as having reconditioned its 
home,” says a statement by Morton 
Bodfish, executive vice-president of the 
League. “In these 940,000-odd houses, 
the roof, cellar, outside walls, inside 
walls, floors or ceilings, attics, or some 
non-detachable part of the house has 
been replaced or repaired.” 

Three sources have furnished the 
credit for these improvements: banks 
and financing companies using the F.H.A. 
modernization plan; savings, building 
and loan associations and cooperative 
banks; and the reconditioning division 
of the Home Owners’ Loan Corpora- 
tion. 

Each of these sources has, in the main, 
dealt with a different type of repair and 
reconstruction loan. 

“The Home Owners’ Loan Corpora- 
tion, of course,” continues the state- 
ment, “has confined itself to advances 
providing for reconditioning on homes 
where the corporation has taken over 
the mortgage from some other financing 
agency. These are cases where no pri- 
vate lending agency could be expected 
togrant credit, and thus the H.O.L.C.’s 
reconditioning operations have filled a 
decidedly important place in the pro- 
gram. They have represented minor 
expenditures in the main, the average 
job contracted for under this arrange- 
ment being reported by the corporation 
as $193.98. This source of credit ac- 
counts for 345,812 of the houses which 
have been ‘done-over’, and has pro- 
vided $65,587,940 to take care of these 
Projects to date. 

“The 11,000 savings, building and 
lan associations under both Federal 
and state charter have provided funds 
for the making over of some 160,000 
homes. Their average loan is around 
$930, demonstrating that the recondi- 
tioning which has to do with the struc- 
ture of the house, the enlargement of the 
home, and similar job-making activities 
which call for longer-term real estate 
credit of the type customarily provided 
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by these associations, is still being fi- 
nanced by them. Close to $150,000,000 
in such reconstruction loans have been 
placed on the associations’ books in the 
past year and a half. 

“The banks, commercial and indus- 
trial, and the finance companies which 
have extended credit for home repairs 
under the insurance plan embodied in 
Title I of the National Housing Act 
have been the source of home recondi- 
tioning money for about 435,000 homes. 
This figure is lower than the total re- 
ported by the F.H.A. in its second an- 
nual report, because their figure in- 
cludes not only urban residential prop- 
erties but commercial and other kinds 


of property, and their figure on number 
of homes and multiple residential units 
improved includes some 48 per cent 
plumbing and heating equipment and 
machinery installations, which do not 
strictly come within the limits of our 
study. The average amount of loan 
from one of these sources is $345. Thus 
it appears that the type of recondition- 
ing financed here is the smaller job of 
shingling the roof, putting on paint, re- 
decorating the interior, reflooring the 
porch, chinking up flaws in the founda- 
tion concrete, and the like. Making the 
same adjustments for the volume of 
F.H.A. credit as we did above in the 
number of their loans, it develops that 
about $150,000,000 of credit has been 
extended to provide for these smaller 
items in the remaking of American 
homes.” 


THE BEST BOND AND LEDGER 


PAPERS ARE MADE FROM RAGS 


NEENAH 
BUSINESS 
STATIONERY 


Includes a rag content bond and ledger for 
your every banking need. Manufactured by 
Neenah Paper Company, Neenah, Wisconsin. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 
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YOUR BOARD 


and the new developments 


This is a time when well informed 
directors are pillars of strength. 
BANKING has a group subscription 


plan, by means of which your bank 
can supply this magazine, each 
month, to all or selected members of 
your board. The cost is negligible. 
More than a thousand banks are 
making profitable use of it. 


PROTECT O SEALS 


Use in place of wax to safeguard 
valuable mail. Save postage, time; 
to apply. Approved by Post 

rite for samples, prices. 
ST. LOUIS STICKER CO. 


is, Mo. 


Use Our Poster Displays 


to assist in your 


Public Relations Problems 


They are educational, of human interest, and 
will help inspire the feeling of friendly, useful 
co-operation which you desire. Individually 
designed for each type of financial institution. 
MONTHLY SERVICE 


28” x 44” Six Colors 18” x 24” 


Dean Building 


South Bend, Indiana 
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By T. P. CRAMER, JR. 


Secretary, Oregon Bankers Association 


ANY national banks have already published notice to the 

effect that, in accord with provisions of the Banking Act 

of 1935, their stock will, after July 1, 1937, no longer be doubly 

liable. Owners of stock in state banks where double liability still 
exists are therefore at a comparative disadvantage. 

This table and analysis represent a preliminary effort to as- 
semble information on this important subject. It is not so 
complete and precise as later studies may prove to be, but it 
is hoped the data will be useful. 

States having double liability laws (April 1), according to 
returns received from the supervisors are: Arizona, Colorado, 
Florida, Illinois, Indiana, Kansas, Maine, Maryland, Minnesota, 
Nebraska, New Hampshire (3 banks only), North Dakota, 
Ohio, Oklahoma, Oregon (on banks organized since 1912), 
Pennsylvania (except those with surplus equal to capital), 
Texas, Utah, Vermont, Washington, West Virginia, Wyoming. 

The following states have never had laws providing for double 
liability: Alabama, Louisiana, Virginia. States now without 
double liability, but without indication with respect to previ- 
ously existing laws are: Connecticut, Delaware, Idaho, Mis- 
souri, New Jersey, Rhode Island. 

In the following states either constitutional or statutory 
provisions have been repealed since 1933: Georgia, Kentucky, 
Michigan, Mississippi, Nevada, New Mexico, New York (con- 
stitution), North Carolina, South Carolina, South Dakota 
(statute), Tennessee. 

In a number of states, double liability continues on some 
stock, while at the same time it is either non-existent or has 
been repealed on other stock. Three states have repealed double 
liability on stock in banks that are members of the F.D.I.C. 
These are Arkansas, Montana and Wisconsin. In four states, 
new stock is exempted, these being California, lowa, Maine and 
Massachusetts. Repeal of either constitutional or statutory 
provisions is now pending in six states, Maryland, Massa- 
chusetts, Nebraska, New York, Ohio and South Dakota. In 
three states either the supervising authorities or banking 
groups themselves are considering proposing repeal. Those in 
this classification are Oklahoma, Oregon and Texas. 

In more than half the states, stock in at least part of the 
banks is without double liability. In 20 states all double liability 
provisions have been repealed. In ten, part of the banks or part 
of the stock in individual banks is exempt, while in 18 states 
double liability still prevails. 

Of those 33 states where double liability either exists or did 
exist prior to 1933, it was under a statutory provision in 18 
states, a constitutional provision in three, and both constitu- 
tional and statutory in 12. The state with the oldest double lia- 
bility laws is New York, where they were passed in 1846, and 
the newest California, where the existing law was passed in 
1931. Twenty-four states reported sufficient data available so 
that the approximate collected proportion of the assessments 
made could be figured. These averaged 45.8 per cent, the low- 
est being 15 per cent and the highest 84.4 per cent. In seven 
states the proportion collected since 1920 has been higher than 
before, and in three states lower. However, most states reported 
insufficient data on which to make such comparisons. 

It might be interesting to note, in passing, how closely this 
figure approximates similar figures for national banks. The 
Comptroller’s report for the year ending October 31, 1935, indi- 
cates that, in the 1,371 national banks completely liquidated be- 
tween 1865 and the date of the report, stockholders paid in 
49.98 per cent of the stock assessments levied. Total levies were 
$96,356,912 and assessments collected, $48,154,178. In the 1,405 
national banks still in process of liquidation, assessments had 
been levied of $218,073,855, of which $88,479,558 had been 
collected. 


Double Liability 
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. Is stock of state banks dou- No 
bly liable in your state? 


. Is this through 
a. State constitution? 
b. Statute? 
c. Both? 


- When was double liability 
enacted? 


. What is the approximate 35 per cent 
percentage of levies made 
that have been collected? 


. Is this percentage lower or 
higher since 1920 than be- 
fore? 


Never 
. Has there been any attempt has been 


to repeal double liability in ad 
your state? 


. What comment would you 
as supervisor of banks care 
to make concerning the 
law? 


ILLINOIS INDIANA 


. Is stock of state banks dou- Yes 
bly liable in your state? 


. Is this through 
a. State constitution? 
b. Statute? 
c. Both? 


- When was double liability 
enacted? 
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A Nationwide Survey) 


ARKANSAS CALIFORNIA 


COLORADO 
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available 


No record 


See above 
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assessment for capi- 
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Favor repeal 


Banking Act of 1935 
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bia same provisions 
relative to double 
liability as apply to 
national banks 
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Yes; 1935 legislature 
repealed 1893 and 
1919 acts 
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KENTUCKY 
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MICHIGAN 
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1. Is stock of state banks dou- 
bly liable in your state? 


. Is this through 
a. State constitution? 
b. Statute? 
c. Both? 


. When was double liability 
enacted? 


. What is the approximate 
percentage of levies made 
that have been collected? 


. Is this percentage lower or 
higher since 1920 than be- 
fore? 


MINNESOTA 


Yes 


About 15 per cent 


Slightly higher 


. Has there been any attempt 
to repeal double liability in 
your state? 


Repealed in 1933 for 
all corporations ex- 
cept banks 


MISSISSIPPI 


No. Repealed in 1934 


Yes; old law 


Over 50 years 


Very small 


Banks whose deposits 
were insured on April 
2, 1934, and new 
banks not liable for 
assessments on im- 
paired capital 


. What comment would you 
as supervisor of banks care 
to make concerning the 
law? 


aw is good and 
should be enforced 
wherever possible 
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Yes; does not apply, 
however, to banks in 
D.C. 
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little 


Constitution changed 
in 1930 
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for all F-D.L.C. constitutional pro- 
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for double liability 
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Yes; repealed inop- 
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Believe double liabil- 
ity does as much 
harm as good 
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PENNSYLVANIA 
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bly liable in your state? 


. Is this through 
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c. Both? 


. When was double liability 
enacted? 
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percentage of levies made 
that have been collected? 


. Is this percentage lower or 
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fore? 
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der 1933 act 


1876. In special acts 
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before this date 
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No No; repealed in 1935 
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vided such double 
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1935 
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law? 
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NEW HAMPSHIRE NEW JERSEY 


NEW MEXICO NEW YORK 


Yes; for banks char- No 


Bs No; repealed in 1935 
tered since 


legislature 


Yes 


See below 


NO. CAROLINA 


No; repealed in 1935 
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Yes 


Yes; prior to 1936 Yes; prior to 1935 


1851 and repealed in 
903. Re-enacted, 
1913 


$4.4 per cent. Only 
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Customer 
Relations 


ANY savings bank depositors 
want more of their bank than 


the mere depositing and with- 
drawing of money. Difficulties and prob- 
lems are bound to arise in the handling 
of money, and the man or woman with 
no other bank affiliation is quite likely 
to turn to his savings bank for help. 
The kind of problem varies with the 
amount of the income and of course 
with the individual. They are very 
human problems that are brought to us, 
and they mean a great deal to the per- 
son or family concerned. Perhaps a few 
incidents sketched very briefly will 
serve to illustrate. 

“My husband wants to buy an auto- 
mobile; I think we can’t afford one, so 
we came to talk it over with you.” So 
spoke Mrs. H. the other day when she 
came to the bank. 

“Tt’s not that I wouldn’t like a car, 
too! But we haven’t been able to save 
anything since the baby came, and 
there have been a lot of bills to pay. 
We'll soon have them paid, and maybe 
then we can start to get ahead a bit. 
I just can’t bear the thought of facing 
making payments on a car... . Yes, 
we have a small account, at least J have, 
for it is the money I saved when I was 
working, and it’s the only thing we could 
fall back on in case of sickness, or any 
other emergency.” 

She had jotted down an estimate of 
their expenses, and in going over her 
figures it was quite evident that there 
was little or no margin for “extras”. Of 
their $169 a month, $27 went for rent, 
and the rest was needed to clear up 
debts and for current running expenses, 
with an additional $17 for insurance and 
$5 for incidentals and savings. That 
left exactly nothing for garage and 
running expenses for a car, even as- 
suming that they had money for the 
purchase price, for license plates and 
for insurance. 

One item of the budget however 
seemed out of proportion—$17 a month 
for insurance. There were several poli- 
cies—one for the boy’s education and 
an endowment policy which Mr. H. had 
recently taken out. The educational 
policy it seemed wise to keep, for Mr. 


By MABEL F. 


H. was quite evidently of the tempera- 
ment that could save by insurance, but 
could not see money “lying idle”—as 
he put it—in a savings account. Mr. H. 
had a job that would retire him at 65 
at a fair pension, and in view of that we 
suggested that they might consider 
changing the endowment to a straight 
life policy. The same amount of insur- 
ance could be carried for a considerably 
lower premium and the consequent sav- 
ing would give them more leeway for 
vacations (which they had not con- 
sidered in their budget) or for adding 
to their savings. 

But the car? When their actual ex- 
penditures were put down in black and 
white, Mr. H. admitted that he “guessed 
we can’t afford it just now—but maybe 
we can save a little more and get the 
car next year.” 

* * * 

A few days later, Mr. B. came in to 
talk with us about the possibility of 
borrowing money. “My wife is deter- 
mined to buy a car,” he said, “and I 
don’t want to disturb our savings. 

“We’ve already drawn quite a bit 
from our savings this last year for new 
furniture,” Mr. B. added, “and even 
for living expenses, for I haven’t made 
as much as I usually do. ... Yes, 
we have a family, three children—and 
I want to keep the rest of our savings 
for their education.” 

A discussion of the family budget dis- 
closed that the income was $40 a week, 
or approximately $173 a month. Rent 
was $40 a month, and living expenses, 
clothing, etc., for a family of five took 
most of the remainder, so that there 
was no margin for garage or oil and gas, 
to say nothing of repairs and insurance 
on a car. The conversation disclosed, 
too, that he was carrying no life insur- 
ance. Although there was a good savings 
account, it would not be sufficient, 
should his income be cut off, to carry 
his family for any length of time and 
also provide a college education for the 


& 
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three children, which he was so anxious 
for them to have. We pointed out, how- 
ever, that the interest on his savings 
account, while not sufficient to pay the — 
running expenses of a car, would pay | 
the annual premium on a fair sized 
ordinary life insurance policy. He was — 
interested—said he’d thought for a long ~ 
time he ought to have some insurance— — 
and “T’ll talk it over with my wife~— © 
and maybe bring her in the next 
time I come. Somehow I think she may | 
agree with me that it’s more important — 
for us to have some insurance right now — 
than to get the car.” 
* * * 

Then there was Mary S. who came | 
to us several weeks ago. She is a good- | 
looking girl and one of her chief attrac- 
tions is beautiful teeth, of which she is | 
very proud. Unfortunately, however, 
she knew that she must have a great 
deal of dental work done, and she had 
no money to pay dental bills. Every 
cent that she made that was not needed 
for actual living expenses was paying 
for a stenographic course. “I don’t in- 
tend to work for $18 a week all my 
life,” she said. 

It wasn’t a budget she needed. She © 
already had one, and had pared all the ~ 
corners to pay for her course. A stranger — 
in the city, for she had come to New — 
York very recently, she did not know © 
where to turn for help, and some one 
who worked where she did sent her to | 
the bank. 

She could not ask for help from home, = 
she told us, and it seemed that the only ~ 
alternative was to borrow money, oF © 
find some way of having the dental work | 
done at small cost. The suggestion of a 
good dental clinic, plus the possibility, 
if it proved necessary, of a small per” 
sonal loan, and the names of several 
institutions making such loans—gave 
her the information she wanted and | 
needed. 

A little time, sympathetic attention 
and discussion of her particular prob” 
lem, a few suggestions—and the bank, 
had made another good friend. And 
other results? Already she has sent two 
other girls in to see us and to opel 
accounts in our bank. 


BANKING 


BANKS URGED 
TO WORK FOR 
RECOVERY 


Co-operation With 
U.S. Stressed by 
R. V. Fleming 


Striking the theme that banks 
have been restored to a position 
where they can render “adequate 
and constructive service,” Robert 
V. Fleming, president, American 
Bankers Association, addressed here 
yesterday the opening session of 
a two-day meeting of the midwest 
conference on banking service, in 
the course of which, current prob- 
lems are to be analyzed by leading 
executives. 

About 1,400 bankers from sur- 
ms rounding states were in attendance 


il at the session. 
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.,... Following the passage of the Banking Act of 1935 
the bankers of the country were able, for the first time ip 
several years, to view the immediate future with some de. 

of certainty. They turned from a preoccupation wit! 
rse of legislation to the problems of conforming 
laws and bringing about such improvements in bank 
as would fully meet the changing requirement 
. commerce_and living. With the advent of 1: 


Robert V. Fleming, President 


tion, and other banking 
ries of conferences havi: 
following: better unde: 
mmon problems, more 
ugh familiarity with 
neration between bankers and their 
the Government's competition with 
, institutions, the problems connected with 
t banking in these rapidly changing times, 
-ngthening the earning position of banks for 
itors and stockholders. In a word, the pur- 
= groundwork for an impregnable banking 
ic highest principles of sound finance, to 
iness progress and public service. 
he first of these meetings was held in Philadelphia, late 
. January, the second in Memphis on March 26 and 27, the 
in Chicago on April 2 and 3. The results were far 
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American Banking’s 


National Program 


By PHIL S. HANNA 


Editor, Chicago Journal of Commerce 


the private banking business, it will not be because the 

bankers have been negligent about trying to find out 
what they can do to revamp their services so as to be in tune 
with things as they are in 1936. When we walked into the 
Stevens Hotel on April 2 and saw 1,500 earnest men sitting 
in the Grand Ballroom listening attentively to a speech 
about mortgage experience in New York City, we realized 
the truth of the foregoing assertion. 

At this gathering there was no entertainment, no sign of 
golf clubs or dress suits. Even the Friday night banquet was 
informal. Moreover, the serious atmosphere surrounding the 
Midwest Conference on Banking Service, a two day session 
called by the American Bankers Association, and attended 
by bankers from ten or more states, has prevailed both in 
the Philadelphia and in the Memphis conferences which were 
held in late January and in late March, respectively. 

There have been many conferences before, but the im- 
pression one gets from looking in on these meetings is that 
the bankers are now really “going back to school”’. Yet it is 
anything but going backwards. They are earnestly studying 
banking ‘‘as is”, and by chapter and verse, experience upon 
experience, are trying to bring about a reestablishment of 
banking as the constructive leadership profession of the 
nation. The leaders are convinced that the public will re- 
spond to just that attitude. 


[' the Government does not get out of competition with 


BENEFITS OF THE FORUMS 


ONE of the most effective vehicles used in these conferences 
isthe departmental forum. At the Stevens Hotel the forums 
i some cases were nearly as large as the main meetings. In 
these forums the banker not only gets a chance to air his pet 
peeves, but sometimes he finds that he has a mistaken notion 
about some angle of the new banking law. At the same time 
bank supervisors and Federal Reserve representatives also 
find out what particular parts of new legislation are generat- 
ig opposition and ill-feeling. We have an idea that many a 
bank official has come away from a forum session with a 
much better understanding of what he is up against. and by 
the same token some of the Government people have gained 
valuable hints which should enable them to promote needed 
changes in the law. 

While one runs across a few cynics here and there who 
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declare that nothing can be done while business men and 
borrowers are worrying about taxes and the restrictive legis- 
lation on business, the moral effect of having an important 
group in the business set-up, which has been blamed in large 
part for the depression, get together and earnestly dig into 
the possibilities is bound to be valuable to all concerned. 

It is unquestionably true that it is much harder than ever 
before for the banker to find profitable outlets for money. 
And the expense side of the business is irritating. Taxes par- 
ticularly, as one speaker pointed out, are a serious deterrent 
to the return of prosperity to the banking business. The 
speaker in question pointed out that it was in the seven dis- 
tricts of heaviest taxation on banks that the greatest number 
of bank failures occurred. Adequate capital is discouraged by 
taxes, he demonstrated. He cited figures on more than 1,100 
banks whose deposits average $67,000 each and showed that 
in 1934, after paying all operating expenses except taxes, 
these banks had average earnings of $1,057, but, unfortu- 
nately, taxes took $361 from each, which left but $696 to 
cover losses and dividends. 


“TO AN OUTSIDE OBSERVER . . .” 


TAXES, as a matter of fact, are the only hurdles in the bank 
revival picture that no one seems to know how to-surmount. 
But again one can see a gleam of hope even in this trouble- 
some matter because these banker meetings, more than any 
others that we know of, are getting wide publicity. News- 
papers in the cities where the meetings are held, and in many 
other places, have disseminated much of the meat of what 
has been brought out. To an outside observer this is highly 
important because all too often in the past a bankers’ meet- 
ing has been regarded by the press, and often justifiably, as 
an affair where men had a good time, made canned speeches, 
and the only serious work was the election of officers and the 
collection of dues. But when the press join in to help carry 
the bankers’ problem to the people, it is again one of the en- 
couraging signs of the day. It also shows, it seems to me, that 
it pays to try even though difficulties seem insurmountable. 

That the effort of the banks to try to obtain loans and 
expand credit for business is yielding some fruit is shown by 
the change in sentiment, at least that which comes to our 
notice, about the banks being fearful to lend money. One 
instance was cited where a large metropolitan bank started a 
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new loan campaign more than a year ago. Every morning a 
crew of officers takes a list of potential borrowers, both their 
own customers and non-customers, and each officer puts in 
half a day soliciting loans. Their experience is that they do 
produce some business but time and again they find loans of 
this nature being paid off within a few days. 

Another of their experiences has been the development of 
some automobile financing. But the net of their efforts, while 
it has not given the bank more than a minor amount of new 
loans, has been to change the psychology in its community 
about the bank’s willingness to lend money. The officers 
working in this crew now report that instead of being met 
with the former argument that the banks were too tight or 
too fearful to make loans, the borrowers themselves are 
saying, in effect, that “if it were not for proposed legislation 
of one sort or another—particularly if it were not for taxes 
if it were not for fear of inflation—we would be glad to bor- 
row some money and expand our business”’. 

Thus, all in all, the effort to expand loans has paid divi- 
dends in the form of a better sentiment toward the banks. 
With the effort continued and augmented by the fine pub- 
licity which these conferences are receiving, an expression of 
this change in sentiment, it seems to me, cannot help but 
find its way to Washington. It is a small peg upon which to 
hang one’s hat, but both legislative and public sentiment 
about the railroads began to change soon after the railroads 
began to try to find some way of making their service more 
attractive to the American people. We have a feeling that a 
like result cannot help but follow in the case of the bankers. 
It is the best kind of news that they are trying. 


A VITAL QUESTION 


IT would take far more space than is availabie here to give 
an adequate description of the curriculum available for the 
“students” in this new banker-going-to-school enterprise. 
Without entering into details, I think it can properly be 
said that hardly a banker in the Midwest had a question 
about the new law or the business which was not answered 
at this session. Moreover, looking at the series of conferences 
as a whole, of which three have been held—Philadelphia, 
Memphis and Chicago—and others are to follow, it seems to 
the writer that this is the first time the bankers of the coun- 
try have tried to “do something about it out in the open.” 
“Tt”, in this case, as all will recognize, is the situation ex- 
pressed in a few words—“ how under the new conditions and 
under the new banking laws can we expand our business, 
increase our service to the public, and make some money?” 

It is at this point that an independent observer is moved 
to editorialize. Until the late depression the banker always 
was the right arm of the producer of wealth in America. For 
many years until the effect of the Great War began to be felt 
in 1914, the big problem was to make the banker a good 
credit man. Then for about sixteen years, except in the case 
of banking based on farm lands and agricultural commodi- 
ties, where the slump began in 1919, chief attention was paid 
to making the banker a salesman. Rising prices of nearly 
everything took care of bad judgment in business and indus- 
trial credits. In those years bankers were prouder of deposit 
totals than anything else. But as the ill effects of the Gov- 
ernment’s essay into banking begin to come to the surface, 
many critics are beginning to realize that perhaps the 
bankers were not so blameworthy after all. 

Then came the great tidal wave all over the world, which 
destroyed values much as the Florida hurricane knocked 
down houses on the Keys last November. With this wave 
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came a number of medicine men who honestly believed tha 
the hurricane would pot last long. “Prices,” said a great 
economist, “are on a new high plateau.” An extremely cop. 
scientious President exhorted everyone to maintain Wages 
and thereby cushion the depression. Federal and state super. 
visory authorities encouraged the philosophy of not sacrific. 
ing good bonds because quotations were declining. But 
many a banker, after first selling his quick assets to meet 
deposit withdrawals, by the end of 1932 found himself only 
40) per cent liquidated as to deposit demands, but in all tog 
many cases 100 per cent liquidated as to quick assets. 


THE NEW CONDITIONS 


IN the mania of the times the populace had to have a goat, 
None fitted into the role and satisfied political expediency 
better than the bankers. Next came long debates, and finally 
the Banking Act of 1935. As the bankers slowly regained their 
composure and looked about they found many of the familiar 
surroundings gone. In place thereof was a new and rigorous 
banking law, a guarantee of bank deposits, Uncle Sam as 
competitive lending agent in everything from a loan to the 
farmer to buy seed to a loan by the R.F.C. to start a new 
paper mill. 

As we view this recent meeting in Chicago and the other 
conferences, the bankers of the United States are starting in 
to rebuild all over again. As expressed by President Fleming 
of the American Bankers Association in the December num- 
ber of BANKING, “Perhaps bankers in the past have not 
been sufficiently conscious of the fact that they are actually 
engaged in a form of public service. But they know that it is 
not enough to be technically good bankers; we must be pub- 
lic-conscious in all good banking. We must realize that public 
understanding of and sympathy with the banks’ aims and 
problems are just as essential as good loans and investments. 
We have had ample proof that the best assets in the world 
are vulnerable if the people lose confidence in their banks and 
the men who operate them.” 


PREFERENCE FOR CHARTERED BANKS 


THE bankers know now, as many of their customers tell 
them, that farmer Jones would rather deal with Henry 
Smith, the banker, than with Uncle Sam, the banker. They 
have been told by life insurance companies of the many in- 
stances where farmers have been willing to pay a little more 
than the Federal rate in order to have the privilege of dealing 
with a private lending institution. They are thinking about 
the new frontier which is represented by thousands of new 
inventions, awaiting only the stimulating influence of credit 
before being converted into a force for wealth production 
represented by money and machinery and men. Who can 
closely measure what a resurrection of private initiative in 
the banking business can mean to the United States in the 
coming years? To us it simply baffles close estimation. 

There is nothing wrong about a banker in a dress suit, but 
there is a stirring suggestion of better days ahead when you 
see 1,500 bankers taking the situation “as is” and resolutely 
planning to rebuild the machinery which, as much as any 
other one factor, gave to the United States the highest stand- 
ard of living of any nation in the world, and in the shortest 
space of time. For my part I am making a mental note that 
these banking conferences may be the first robin in a new 
Spring of real advance. And, when the great machine called 
American business does get into high gear, as everyone is 
hoping, the bankers of the United States can say, justifiably, 
that the banking system was prepared to do its part. 
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Speakers and Subjects at Memphis and Chicago 


Aldrich, F. N. (President, Farmers and State 
Bank, Concord, Michigan.) ‘‘Farm Management 
and Farm Credit.’’ A discussion of an important 
relationship. Chicago. 


Amberg, Harold. (Vice-president, First National 
Bank, Chicago.) ‘‘Federal Reserve Board Rules 
and Regulations.’’ A discussion relating to dis- 
cretionary powers-of the Board of Governors. 


Chicago. 


Bailey, C. W. (President, First National Bank, 
Clarksville, Tennessee.) ‘‘Government and Farm 
Credit: Extent of Competition with Bankers.” 
Services of the Federal land banks, intermediate 
credit banks, production credit associations. \lem- 
phis. 


Barker, James M. (Vice president-treasurer, 
Sears, Roebuck & Company, Chicago.) ‘‘Emo- 
tional Causes and Economic Effects.’’ Subscription 
dinner speaker, Chicago. Emotional causes may 
now have effects that are national and interna- 
tional. 


Benson, Philip A. (President, Dime Savings 
Bank of Brooklyn, Brooklyn, New York.) ‘‘Sci- 
ence and Problems Involved in Mortgage Lend- 
ing.”’ A review of points that make for the conduct 
of mortgage lending on a scientific basis. Memphis 
and Chicago. 


Bowman, Fred M. (Secretary, Kansas Bankers 
Association, Topeka.) ‘‘Constructive Customer 
Relations for Smaller Banks."’ A discussion, with 
particular reference to the Kansas program. 
Memphis and Chicago. 


Brady, Fred B. (Vice-president, Commerce Trust 
Company, Kansas City, Missouri.) ‘‘Loan Poli- 
cies." Factors to be considered in building up a 
sound lending program. Chicago. 


Brett, M. D. (State Comptroller, Department of 
Bank Supervision, Jackson, Mississippi.) ‘‘Sound 
Public Policy in Chartering Banks.” An analysis 
of an important problem. Memphis. 

Brinkman, Harry A. (Vice-president, Harris 
Trust & Savings Bank, Chicago.) ‘‘ Bank Earnings 
~ Positive and Negative.’’ Observations bearing 
on a subject of vital importance. Chicago. 
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Brockman, W. E. (Assistant secretary, North- 
west Bancorporation, Minneapolis.) ‘‘Customer 
Relations Plus Public Relations.’’ The need for 
acquainting people with banking operations and 
problems. Chicago. 


Brown, A. G. (President, Ohio Citizens Trust 
Company, Toledo.) ‘‘ New Credit Fields for Banks.”’ 
A division into three categories: fields where the 
Government is now lending, where such activities 
can be taken over by commercial banks, and new 
spheres wherein the Government is not lending. 
Memphis and Chicago. 


Brunkhorst, R. H. (Comptroller, Harris Trust & 
Savings Bank, Chicago.) ‘‘ Internal Auditing Pro- 
cedure and Control.’’ The general outline of a pro- 
gram. Chicago. 


Bryant, Harry A. (President, Parsons Commer- 
cial Bank, Parsons, Kansas.) ‘“‘ Investment Practices 
and Procedure.’ Observations about one bank’s 
experience. Chicago. 


Clinger, Avery G. (President, Ohio National 
Bank, Columbus.) ‘‘Customer and Public Rela- 
tions.’’ Some information about the Ohio program. 
Chicago. 

Couch, H. C. (President, Arkansas Power & 
Light Company.) Subscription dinner meeting 
address, Memphis. The bank as a service institu- 
tion, and some opportunities for service. 


Curda, Frank R. (Assistant vice-president, City 
National Bank & Trust Company, Chicago.) 
‘‘What People Ask Me about Banks.”’ Some of the 
questions, and how they can be answered. Chicago. 


Elliott, W. S. (Vice-president, Bank of Canton, 
Canton, Georgia.) ‘‘Government and Farm Credit: 
Extent of Cooperation with Banks.”’ A review of 
Government rescue work, and some suggestions. 
Memphis. 


Elliott, W. S. (Vice-president, Bank of Canton, 
Canton, Georgia.) ‘‘Interest on Deposits.’’ The 
value of cooperation in handling this problem. 
Memphis. 


Ellsworth, Fred W. (Vice-president, Hibernia 
National Bank, New Orleans.) ‘‘ The Bank and the 
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Commercial Community.’’ People expect safety of 
deposits, service, easy contacts with officers. 
Memphis. 


Fleming, Robert V. (President, American Bankers 
Association, and president, The Riggs National 
Bank, Washington, D. C.) ‘‘A Nationwide Pro- 
gram of Banking Development.’’ The keynote 
address at Memphis and Chicago. 


Foster, A. Key. (Assistant trust officer, Birming- 
ham Trust and Savings Company, Birmingham, 
Alabama.) ‘‘ The Constructive Customer Relations 
Conferences and Our Banks.’’ An outline of one 
bank’s activities. Memphis. 


Gephart, W. F. (Vice-president, First National 
Bank in St. Louis.) ‘‘ Banking Regulations with 
Special Reference to Rules and Regulations of 
Federal Reserve System.”’ An analytical discussion, 
including major subjects of regulation and super- 
vision which should have more attention. Memphis. 


Gray, R. N. (Auditor, Union National Bank, 
Springfield, Missouri.) ‘“‘Adequate Insurance the 
Final Safeguard.’’ A discussion of what is sufficient 
for reasonable protection. Chicago. 

Griswold, Robertson. (Vice-president, Maryland 
Trust Company, Baltimore.) ‘‘The Bank's Re- 
sponsibility for Its Trust Department.’’ Important 
factors affecting the trust business. Chicago. 


Gruenwald, A. R. (Advertising Manager, Mar- 
shall & Ilsley Bank, Milwaukee.) ‘‘What People 
Expect of the Banks.”’ Savings, loan, checking and 
investment service. Chicago. 


Hill, Richard W. (Secretary, American Institute 
of Banking, New York.) ‘‘ How Institute Chapters 
Are Helping in Public Education Programs and 
Constructive Customer Relations Activities.’’ Some 
of the interesting and valuable work being done by 
the A.I.B. Memphis and Chicago. 


Hollis, Carl. (President, Merchants & Planters 
Bank, Warren, Arkansas.) ‘‘Soil Erosion and Farm 
Credit.’’ A suggested program and some practical 
object lessons. Memphis. 


Huddleston, H. Grady. (Secretary, Tennessee 
Bankers Association, Nashville.) ‘‘Adequate In- 
surance the Final Safeguard.’’ Suggestions for cov- 
erage in banks of various sizes. Memphis. 


Jones, Noble R. (Savings Manager, First Na- 
tional Bank, St. Louis.) ‘‘Operating a Savings De- 
partment in a Commercial Bank.”’ A practical 
discussion of one banking service. Memphis. 
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Kahn, Alfred G. (President, Union National 
Bank, Little Rock,'Arkansas.) ‘‘ Service Charges,” 
How the banks in Little Rock territory are making 
small accounts profitable. Memphis. 


Kingman, Henry S. (Treasurer, Farmers and 
Mechanics Savings Bank, Minneapolis.) ‘‘Interes, 
Rates on Savings.’’ Government policies, rates of 
saving and investment, competition, the safety 
margin, the rate outlook. Chicago. 


Law, Francis Marion. (President, First National 
Bank in Houston, Houston, Texas.) ‘‘ Bank Earn. 
ings—Positive and Negative.’’ Earnings depend 
largely on management, hard work, and close 
personal attention on the part of the staff. Memphis, 


Longinotti, E. F. (Vice-president, Union Planters 
National Bank and Trust Company, Memphis.) 
‘‘Personal Loan Departments in Banks.” How 
one bank has handled this service profitably, 
Memphis. 


Manuel, Ralph W. (President, Marquette Na- 
tional Bank, Minneapolis.) ‘‘Income Advances.” 
One bank’s experience with small, self-liquidating 
loans. Chicago. 


Massie, J. W. (Auditor, Republic National Bank 
& Trust Company, Dallas, Texas.) ‘‘Internal Au- 
diting Procedure and Control.’’ A discussion of 
some principles of general procedure. Memphis. 


McCormick, R. F. (President, DeKalb Trus¢ and 
Savings Bank, DeKalb, Illinois.) ‘‘Government 
and Farm Credit: Extent of Competition with 
Banks.”’ The origin and purpose of the agricultural 
lending agencies; the competition of interest rates. 
Chicago. 

McFadden, Haynes. (Secretary, Georgia Bankers 
Association, Atlanta.) ‘‘Bank Crime Protection.” 
A review of means and agencies for preventing 
crimes against banks. Memphis. 


McWhirter, Felix M. (President, Peoples State 
Bank, Indianapolis.) ‘‘Bank Crime Protection.” 
Preventive measures already in use, and some sug- 
gestions. Chicago. 


Meyhaus, O. V. (President, Corn Exchange 
Savings Bank, Sioux Falls, South Dakota.) “A 
State Association Program to Beat Bank Banditry.” 
Such a program demands aggressive, intelligent 
and almost continuous action along several lines. 
Chicago. 


Myers, Robert H. (Vice-president, Merchants Na- 
tional Bank, Muncie, Indiana.) ‘‘ Interest on De- 
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posits.”” A discussion based on experience and cost 
analysis. Chicago. 

Mylander, Charles H. (Vice-president, The Hunt- 
ington National Bank, Columbus, Ohio. ‘‘ Bank 
Taxation.”’ Its effect on the ‘“‘average American’’. 
Memphis and Chicago. 


Neal, William H. (Vice-president, Wachovia 
Bank & Trust Company, Winston-Salem, North 
Carolina.) ‘“‘Customer and Public Relations.”’ 
Comments and suggestions regarding an important 
need. Memphis. 


Potts, John G. (Vice-president, W. B. Worthen 
Company, bankers, Little Rock, Arkansas.) “‘In- 
vestments.’’ A discussion of media and _ policies. 


Memphis. 


Puelicher, Albert S. (President, Marshall & Ilsley 
Bank, Milwaukee.) ‘‘The Constructive Customer 
Relations Conferences and Our Banks.”’ An account 
of what has been done in one institution. Chicago. 


Rule, W. G. (Vice-president, Boatmen’s National 
Bank, St. Louis.) ‘‘ Bank Investments.”’ Important 
considerations include an established investment 
policy, a plan adapted to individual needs, and 
constant supervision. Chicago. 


Selecman, Merle E. (Assistant director of adver- 
tising and publicity, A.B.A.) ‘‘The Advertising 
Services of the American Bankers Association.’ An 
account of what this Division is doing. Memphis 
and Chicago. 


Sorensen, J. M. (Vice-president, Stephens Na- 
tional Bank, Fremont, Nebraska.) ‘Government 
and Farm Credit: Extent of Cooperation with 
Bankers.’’ Some benefits resulting from the activ- 
ities of Government lending agencies. Chicago. 


Stephenson, Gilbert T. (Vice-president, Equitable 
Trust Company, Wilmington, Delaware.) ‘‘ The 
Bank’s Responsibility for Its Trust Department.” 
A comprehensive survey of the trust field and its 
problems. Memphis. 


Stout, Claude L. (Executive vice-president, Poudre 
Valley National Bank, Fort Collins, Colorado.) 
“Service Charges.’’ The attractive display and 
profitable disposal of bank merchandise. Chicago. 
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Strickland, Robert. (Executive vice-president, 
Trust Company of Georgia, Atlanta.) ‘‘ Bank In- 
vestments.’’ A study of bond account problems. 
Memphis. 


Van Horne, E. N. (President, Continental Na- 
tional Bank, Lincoln, Nebraska.) ‘‘ Personal Loan 
Departments in Banks.’’ A report on what one 
institution is doing in this field. Chicago. 


Wampler, Cloud. (Lawrence Stern & Company, 
Chicago.) ‘‘Investments.’”’ A delineation of the 
present investment situation, with a look to the 
future. Chicago. 


Wasson, Marion. (Bank Commissioner of Arkan- 
sas, Little Rock.) ‘“‘Beating the Bank Bandit.” 
What one state has done and is doing toward this 
end. Memphis. 


Wells, Herman B. (Secretary, Commission for 
Financial Institutions, State of Indiana, Indian- 
apolis.) ‘‘Sound Public Policy in Chartering 
Banks.”’ A review of the past and present, and 
some observations regarding further procedure. 
Chicago. 


Wetterau, Charles H. (Vice-president, American 
National Bank, Nashville.) ‘‘Customer Relations 
Plus Public Relations.’”’ Approaches to a better 
acceptance and appreciation of banking by the 
public. Memphis. 


Wiggins, A. L. M. (President, Bank of Harts- 
ville, Hartsville, South Carolina.) ‘‘ Loan Policies.” 
A presentation of the subject from the viewpoint 
of commerce and industry. Memphis. 


Wiggins, T. S. (National Bank of Commerce, 
Memphis.) ‘‘What People Ask Me about Banks.”’ 
Types of queries made by the public. Memphis. 


Wilkinson, J. Harvie, Jr. (Vice-president, State- 
Planters Bank & Trust Company, Richmond, Vir- 
ginia.) ‘‘Investment Practices and Procedure.”’ 
Several guideposts to a subject of major importance 
to all banks. Memphis. 


Woosley, E. S. (Vice-president, First National 
Bank, Louisville, Kentucky.) ‘‘ Instalment Financ- 
ing and Personal Loans.”’ One bank’s experience 
with this form of service. Memphis. 
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The first conference, at Philadelphia, “fanuary 23 and 24, was covered in the 
February issue of BANKING. In this issue are pictures and information concerning 
the conferences at Memphis and Chicago. The candid camera photographs on these 
pages were made by “foseph “f. Steinmetz for BANKING. In addition to pictures of 
speakers and forums there are included a number of random views taken by Mr. 


Steinmetz at the meetings. 


MEMPHIS, MARCH 26-27 


L. A. Thornton, General Chairman, Memphis Conference Robert V. Fleming: ‘*A Nationwide Program of Banking 
Committees Development” 


W. F. Gephart: ‘Banking Regulations with Special Refer- William H. Neal: ‘*Customer and Public Relations” 
ence to Rules and Regulations of Federal Reserve System” 
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Chicago’s downtown skyline 


Robert Strickland: ‘‘Bank Gilbert T. Stephenson: ‘‘The Bank’s M. D. Brett: ‘Sound Public Policy in 
Investments”’ Responsibility for Its Trust Chartering Banks” 
Department” 


Haynes McFadden: “Bank Crime Protection” Francis Marion Law: ‘*Bank Earnings—Positive and 
Negative” 


In the Memphis Cotton Exchange PO 
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Philip A. Benson: ‘‘Science and Problems Involved in William McC. Martin, president of the Federal Reserve Bank 
Mortgage Lending”’ of St. Louis, who spoke informally before the first general 
session of the Conference 


Charles H. Mylander: “Bank Taxation”; and A. G. Brown: Tom K. Smith discussing the work of the Banking Studies 
“New Credit Fields for Banks” Committee 


R. S. Hecht, former President of the Harvey C. Couch, dinner speaker at Joe L. Kennedy, Memphis Clearing 
American Bankers Association Memphis House Association 
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At the Forum on Con- 
structive Customer 
Relations, Memphis— 
Dr. Harold Stonier, 
Educational Director, 
American Bankers As- 
sociation; Fred M. 


Bowman, Topeka, 
Kansas; A. Key Fos- 
ter, Birmingham, Ala- 
bama; T. S. Wiggins, 
Memphis 


At the Forum on Bank 
Protection and _ In- 
surance, Memphis— 
Marion Wasson, Lit- 
tle Rock, Arkansas; 
James E. Baum, Dep- 
uty Manager, American 
Bankers Association; 
E. A. Wrieden, Mem- 
phis; J. W. Massie, 
Dallas, Texas; Miss 
Antoinette Byrne, New 
York 


At the Forum on Fa- 
cilitating Farm Credit, 
Memphis—W. S. Elli- 
ott, Canton, Georgia; 
H. Lane Young, At- 
lanta; Dan H. Otis, 

Madison, Wisconsin 
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At the Forum on Ad- 
vertising and Public- 
ity, Memphis—Fred 
W. Ellsworth, New 
Orleans; Charles H. 
Wetterau, Nashville, 
Tennessee; Merle E. 
Selecman, Assistant 
Director of Advertis- 
ing and Publicity, 
A.B.A.; Gurden Ed- 
wards, Director of Ad- 
vertising and Public- 
ity, A.B.A. 


At the Forum on Sav- 
ings, Memphis—W. 
Espey Albig, Deputy 
Manager, American 
Bankers Association; 
Philip A. Benson, 
Brooklyn, New York; 
E. F. Longinotti, 
emphis 


At the Forum on 
Commercial Banking, 
Memphis—W. S. El- 
liott, Canton, Georgia; 
Alfred G. Kahn, Little 
Rock, Arkansas; P. D. 
Houston, Nashville, 
Tennessee; J. Harvie 
Wilkinson, Jr., Rich- 
mond, Virginia; A. L. 
M. Wiggins, Harts- 
ville, South Carolina; 
Frank W. Simmonds, 
Deputy Manager, 
American Bankers 
Association 
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Charles R. Dunn, Springfield, Massachusetts Edwin N. Van Horne, Lincoln, Nebraska 


P. D. Houston, Nashville, Tennessee, and Fred B. Brady, L. P. Miller, J. E. Durham and Merle E. Robertson, all of 
Kansas City, Missouri Louisville, Kentucky 


Robert N. Lloyd, Jr., C. G. Turley, and E. F. Mitchell, all of President Robert V. Fleming; R. Otis McClintock and Elmo 
Memphis Thompson, Tulsa, Oklahoma 
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H. Lane Young, Atlanta, and Eugene L. Sykes, Aberdeen, A. Y. Forbes, Memphis; L. A. Thornton, Memphis; J. T, 
Mississippi Maxedon, Corinth, Mississippi 


Gordon D. Palmer of Tuskaloosa Orval W. Adams of Salt Lake City E. S. Woosley of Louisville 


H. B. Oliver, Miami, Florida, and D. M. Barnett, Jackson- W. E. Martin, Columbia, South Carolina; H. G. Langford, 
ville, Florida Meansville, Georgia; J. D. Camp, Fort Lauderdale, Florida; 
Wood Netherland, St. Louis 
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J. Frank Hall, Memphis; Tom W. Vinton, Memphis; Emmet M. A. Sherrod and Peter Fyfe, Covington, Tennessee 
Q. Yates, New Orleans 


W. S. Elliott, Canton, Georgia; H. Grady Langford, Means- William V. Crowley, Atlanta; A. R. LaCoste, Charleston, 
ville, Georgia South Carolina 


F.N. Shepherd, New York; William McC. Martin, St. Louis; B.C. Adams, Grenada, Mississippi; Paul Townsend, Belzoni, 
S. E. Ragland, Memphis Mississippi; P. C. Williams, Yazoo City, Mississippi 
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Gilbert H. Perkins, New York; J. C. Persons, Birmingham, Fred N. Shepherd, New York; Thomas H. Broadus, Knox- 
Alabama; P. D. Houston, Nashville, Tennessee ville, Tennessee; C. R. Bell, Anniston, Alabama 


Thomas J. Nugent, Chicago; Fred W. Ellsworth, New Irwin T. Ward, W. E. Boger, Cleburne, Texas 
Orleans 


i. E. Soulier, Lafayette, Louisiana; E. A. Sowar, Baton J. F. Joyner, Nashville; Edward Russel, Centerville, Ten- 
Rouge, Louisiana nessee 
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At one of the sessions of the 
Memphis Conference, with Mr. 
Fleming speaking. Another pic- 
ture of a Memphis general ses- 
sion appears on page 20. Below, 
speakers’ group at a dinner in 
honor of state association presi- 
dents and secretaries. Left to 
right: E. N. Van Horne, Chair- 
man, Membership Committee 
of the Association, First Vice- 
President Smith, President 
Fleming, Second Vice-President 
Adams, and Haynes McFadden, 
Secretary, Georgia Bankers 
Association 
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A general view of one of the Southern Conference 


COTTON AND BANKING 

Left to right, front row (above): Arthur Haile, member of 
Memphis Cotton Carnival Committee; J. Frank Flournoy, 
Jr., New Orleans; Wm. Groom Leftwich, Memphis, presi- 
dent of the 1936 Cotton Carnival; Emmet Q. Yates, New 


Orleans. Back row: Tom W. Vinton, Memphis; Joe L. Ken- 
nedy, Memphis; J. Frank Hall, Memphis. The men in the 
picture at the right are classing and stapling cotton at 
Memphis. Below, the cotton barge in the 1935 Memphis 
Carnival. The dates for the 1936 celebration are May 12-16 
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CHICAGO, APRIL 2-3 


Howard W. Fenton, General Chairman of the Chicago Robert V. Fleming: ‘‘A Nationwide Program of Banking 
Committees Development” 


Tom K. Smith, addressing the Conference Arthur B. Taylor of Elyria, Treasurer, and Orval W. Adams 
of Salt Lake City 


Harold Amberg: **Federal Reserve Board Avery G. Clinger: ‘‘Customer and Pub- Felix M. MeWhirter: ‘‘Bank Crime 


” 


Rules and Regulations lic Relations Protection” 
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W. G. Rule: *‘Bank Investments” Philip A. Benson: ‘Science and Prob- Robertson Griswold: Bank’s Re- 
lems Involved in Mortgage Lending’ sponsibility for Its Trust Department” 


Harry A. Brinkman: **Bank Earnings—Positive Herman B. Wells: ‘Sound Public Policy in Chartering 
and Negative” Banks”; A. G. Brown: *“*New Credit Fields for Banks” 


Charles H. Mylander: “Bank Taxation’? James M. Barker: ‘Emotional Causes Fred A. Cuscaden, chairman, Chicago 
and Economic Effects’’, dinner speaker Committee on Arrangements 
at Chicago 
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At the Forum on Con- 
structive Customer 
Relations, Chicago— 
Preston Reed, Chi- 
cago; Fred M. Bow- 
man, Topeka, Kansas; 
Albert S. Puelicher, 
Milwaukee; Dr. Harold 
Stonier, Educational 
Director, American 
Bankers Association; 
Frank R. Curda, 
Chicago 


At the Forum on Ad- 
vertising and Public- 
ity, Chicago—Merle 
E. Seleeman, Assist- 
ant Director of Adver- 
tising and Publicity, 
A.B.A.; Gurden Ed- 
wards, Director of 
Advertising and Pub- 
licity, A.B.A.; W. E. 
Brockman, Minneap- 
olis; A. R. Gruenwald, 
Milwaukee 


At the Forum on Bank 
Protection and Insur- 
ance, Chicago— James 
E. Baum, Deputy 
Manager, American 
Bankers Association; 
R. H. Brunkhorst, 
Chicago; Reuben A. 
Lewis, Jr., Chicago; 
O. V. Meyhaus, Sioux 
Falls, South Dakota; 
R. N. Gray, Spring- 
field, Missouri 


At the Forum on Fa- 
cilitating Farm Credit, 
Chicago, where the 
speakers who partici- 
pated included A. C. 
Kingston, F. N. Ald- 
rich, J. M. Sorensen 


and R. F. MeCormick 
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At the Forum on Savings, Chicago—E. N. Van Horne, Lincoln, Nebraska; W. Espey 
Albig, Deputy Manager, American Bankers Association; Philip A. Benson, Brooklyn, 
New York; Henry S. Kingman, Minneapolis; Cloud Wampler, Chicago 


At the Forum on Commercial Banking, Chicago—Claude L. Stout, Fort Collins, Colorado; Robert 
H. Myers, Muncie, Indiana; (right hand photograph) Fred B. Brady, Kansas City, Missouri 


Commercial Banking Forum—Arch W. Anderson, Chicago; Harry A. 
Bryant, Parsons, Kansas; Ralph W. Manuel, Minneapolis 
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Registering for the Midwest Conference on Banking Service 


Part of the audience at the First General Session, Chicago 


Mark E. Trumbull, Herman Steinbrecher, H. (¢. Hedin and 
Earl C. Kratzer, all of Chicago 


waa 


The speakers’ table during a general session at Chicago 
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A. W. Robb, Adrian, Michigan; O. P. Decker, Chicago; John A. E. Felsted, St. Paul; Fred W. Mathison, Chicago 
Hoffman, Bay City, Michigan 


Collings, Crawfordsville, Indiana; Kent Childs, Henry Marin, Menominee, Michigan; C. E. Kaye, Battle 
Chicago Creek, Michigan 


J. L. Stone, Ripon, Wisconsin; W. G. Coapman, Milwaukee O. H. Moberly, Missouri Commissioner of Finance; W. F. 
Keyser, Secretary, Missouri Bankers Association 
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F.0. Carr, Wichita, Kansas; Earl R. Gafford, New York; Leo L. A. Lawrence, Chicago; A. P. Dailey, Lockport, Illinois; 
H. Paulger, Washington, D. C. M. C. Woodward, Chicago 


George H. Paulsen, Onslow, Iowa Richard 8S. Hawes, St. Louis, former Melvin W. Ellis, Charles City, lowa 
President, American Bankers 
Association 


Paul P. Pullen, Chicago; A. R. Gruenwald, Milwaukee;G.W.  W. L. Fritz, Columbus, Wisconsin; E. W. Kleinschmidt, St. 
Cooke, Chicago Louis 
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Henry Verdelin, Minneapolis, 


vice- Royal F. Munger, financial editor, 
president, A.1.B. 


C. J. Mortensen, Ord, Nebraska 
Chicago Daily News 


Raymond G. Marx, George O. Vass and L. P. McLachlen, all George Susens, William Duncan, Minneapolis; Eugene D. 
of Washington, D. C. Luken, New York; William N. Johnson, Minneapolis; M. P. 
Beebe, Ipswich, South Dakota 


Carl Trout, Chicago; C. E. Negus, Washington, lowa Thomas A. Boright, Minneapolis; Kenneth M. Burns, 


Detroit; C. C. Wattam, Fargo, North Dakota; Dan H. Otis, 


Madison, Wisconsin 
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H. W. Schaller, Storm Lake, Iowa; L. K. Billings, Chicago; Cary Huston, Marshall, Missouri; W. T. Kemper, Jr., Kansas 
R. W. Waite, Waterloo, lowa; W. B. Whitman, New York; City, Missouri 
Leo D. Kelly, St. Louis; E. E. Manuel, George, Iowa 


Fred N. Shepherd, New York; J. M. Sorensen, Fremont, F. M. Covert, Chicago; R. J. Lawless, Milwaukee 
Nebraska 


W. G. Doherty, Delavan, Wisconsin E. A. Reddeman, Milwaukee J. F. Rauch, St. Charles, Missouri 
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Charles F. Riddell, Brazil, Indiana; Rosco J. Todd, Chicago; W. E. Brockman, Minneapolis; Charles S. Fryer, Chicago; 
E. E. Joynt, Decatur, Illinois B. Botford Young, Chicago 


Jack Clayton and J. G. Byam, Minneapolis R. M. Bunten and G. W. Snyder, Jr., Topeka, Kansas 


One of the general sessions at Chicago 
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FAIRCHILD AERIAL SURVEYS 


An air view of downtown Chicago, with the Stevens Hotel at the far left 


In the ballroom of the Stevens Hotel during one of the general sessions. During the Chicago sessions W. McC. Martin and 
George J. Schaller, presidents of the St. Louis and Chicago Federal Reserve Banks, respectively, spoke informally 
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The First Three 


ITH the completion of the first three conferences on 

financial service it is possible to reach a fairly accurate 

appraisal as their significance, value to banking, and 
importance to the country generally. In December 1935 
when the announcement by President Fleming first ap- 
peared in BANKING, the entire plan of a “national pro- 
gram of banking development” had quite a pioneering 
flavor. There existed, to be sure, a powerful and spontaneous 
urge on the part of bankers the country over to examine 
their problems in the light of recent fundamental changes, 
but that was all. It required leadership and direction to 
bring action into the picture. 

According to the project then set in motion there were 
to be several conferences, meetings of a new kind, breaking 
with tradition in several respects, and having a new funda- 
mental purpose. They were to be organized on a regional 
basis, carried to the bankers, in other words, so that those 
who wished to come, listen, join in the discussion. and con- 
tribute their individual points of view could do so without 
inconvenience. Pioneering it was, but certainly with very 
clear objectives. 

These meetings were to “deal fully with all fields of practi- 
cal operation—commercial banking, savings and trust 
work.” More than that, they were to emphasize to bankers 


the importance of ‘infusing their daily routine with a spirit 
of public service and of finding ways to aid people to under- 
stand banking functions”. Moreover, bankers ‘must take 
the mystery out of banking and not overlook the fact that 


banking is a business of human relationships’. The whole 
program, generally speaking, was to be conducted “to the 
end that banking service will be developed along sound lines 
and the public’s newly recovered confidence in banks will be 
preserved.” 


DOUBLE-QUICK CHANGES . 


HOW do the results compare with the reasonable and mod- 
est prospectus? Now that meetings have been held for the 
Eastern, Southern and Midwestern bankers, has the plan 
in actual practice been successful? Has it taken on, perhaps, 
even a deeper meaning and broader significance than when 
the service conferences first began to write their particular 
chapter into the history of banking? 

Looking a little aside from banking, we have heard a great 
deal in recent years about double-quick changes which have 
been taking place in industry, the new methods, inventions 
and progress in the art of design, improvements in agricul- 
ture, housing, transportation and communications. Almost 
since the first year of the depression, trade publications and 
the literature of business and commerce have been spiced 
with information having to do with the discarding of old 
methods, the adoption of new, more efficient equipment, and 
how fast these things were happening under the lash of com- 
petition. We know from countless sources and almost mo- 
notonous repetition that manufacturers and business execu- 
tives had better bestir themselves at all times to keep up 
with the parade or discover they were hopelessly in the rear. 
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We could observe the same thing with our own eyes by look. 
ing at the motor cars in the streets, the packages on mer. 
chants’ shelves, the advertisements in current publications. 
Obviously, kitchens, heating systems and radios dating 
from before the depression are a little old-fashioned because 
such things show their age plainly. Every field of business 
activity today has been affected, and must reckon on a mul- 
titude of adversity-born changes, and this includes the 
banking business. 
. EASY TO GET OUT OF DATE... 

IT is disconcertingly easy to get out of date in a world that 
changes as fast as this one does today. Go back only a few 
years, since the World War in fact, and discover the municipal 
authorities of New York City experimenting diligently with 
red and green lights on Fifth Avenue for the purpose of 
regulating traffic. Progressive American cities at that time 
were sending delegates to watch the wooden traffic towers 
and marvel, because who knew but that the idea of traffic 
lights might become generally practicable some day? Before 
the World War nobody had ever talked across the American 
continent by telephone and the real development of long 
distance telephone service on a broad commercial basis is 
distinctly a post-war phenomenon. Facilities for two-way 
radio conversations with ships at sea were not perfected until 
about 1924. The first non-stop trans-continental flight by 
airplane in this country was in the middle of 1923 and the 
first trans-Atlantic radio telephone conversation was achieved 
in 1926. Trans-Atlantic flying is still first page news and as 
recently as 1927, the Lindbergh year, this type of adventure 
practically monopolized the front pages of newspapers for 
weeks at a time. Coming nearer the present, the first editions 
of the modern streamlined motor cars have not been on the 
streets long enough to lose their original lustre. Air condi- 
tioning and streamlining of railroad trains, and a general 
stepping up of the service, is just getting under way in ear- 
nest. The worldwide phase of radio communication and the 
novelty of going from the United States to the Orient in six 
days by air are so recent that an incident like the following 
seems slightly incredible. 

In 1927 a newspaper correspondent, stationed in the Far 
East, wrote a letter to his employer in New York saying 
that two American non-commissioned officers at Fort Mc- 
Kinley, near Manila, had succeeded in establishing, nightly, 
direct contact with friends in Los Angeles. By this means 
they were able to obtain trans-Pacific news summaries for 
their personal use 8 to 10 hours before the same news was 
delivered by navy radio, relayed via Honolulu and Guam. 
They used a simple piece of equipment that could be carried 
under one arm. The employer was interested, to a degree, 
but felt sure after giving the matter careful consideration 
that short wave stunts like that, even granting their truth, 
(which was rather difficult at that distance) were accidents 
and exceptions and could never have any serious effect on 
the business of distributing news from one part of the world 
to another. 
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The changes taking place in the banking field are not so 
spectacular as some of those just mentioned nor so impor- 
tant, perhaps, except to banks. With respect to the latter, 
their importance is so great that no institution dares ignore 
them if it intends to prosper and do its full part in the period 
of reconstruction ahead. These changes affect every sector of 
banking service. They did not begin with the January con- 
ference in Philadelphia, nor end with the Memphis and 


Chicago meetings. 
_,. IMPREGNABLE BANKING SYSTEM 


A FEW of the objectives of the service conferences, as de- 
scribed by President Fleming, may be summed up in this 
way: better understanding among bankers of their common 
problems, more complete banking service, a thorough under- 
standing of changes in the banking laws, greater cooperation 
between bankers and their customers, study of the Govern- 
ment’s competition with chartered banking institutions, the 
problems connected with the development of banking in 
these rapidly changing times, and ways of strengthening the 
earning position of banks for the benefit of depositors and 
stockholders. In a word, to lay the groundwork for an im- 
pregnable banking system, devoted to the highest principles 
of sound finance, business progress and public service. 

It is impossible in a short space to render full justice to 
the results of these remarkable meetings. The best way, 
perhaps, to produce their essence in concentrated form is to 
borrow directly from the words of the speakers themselves. 
In the following paragraphs this was done at random and 
the thoughts quoted below from many different individuals 
may help to show the spirit in which bankers are approaching 
their present problems. 


... SURVEY OF BUSINESS AND 
ITS REQUIREMENTS ... 
EVERY bank has a useful economic function in our social 
organization. It must furnish a safe place for its depositors’ 
money, and lend a certain percentage of these deposits in the 
community. Its future is dependent on management whose 
function is the conversion of the bank’s funds into earning 
assets through the various factors which make up a proper 
credit practice, the most vital of which is a sound lending 
policy. . . . The sound credit demands in your area should 
be met. It is our duty to extend to our customers seasonal 
credit that is safe, sound and liquid. A survey in a commu- 
nity of the business and its requirements, seasonal and gen- 
eral, will help solve this credit problem and determine the 
amount to be carried as a secondary reserve. . . . : A favorite 
word with some lending officers and discount committees is 
“No.” This word is very necessary, but when used in refus- 
ing credit or calling a loan it needs explanation. The cus- 
tomer expects the reason why, and he is entitled to the in- 
formation. He is also entitled to any suggestions we may 
give him that will be helpful in his business financing. . . . 
Many loans are turned down when a little time on the part 
of the lending officer would develop a satisfactory credit. 
Here is an excellent opportunity to develop a fine customer 
relationship; for too often when a loan has been refused the 
customer feels resentful and antagonistic toward the bank. 
A little time and patience can build a customer relationship 
In good will to continue through the years to come... . 
Character, which has always been an asset in making loans, 
1s not given the consideration it received in years past, and I 
sometimes wonder if we are giving it enough attention to- 
day. . . . Every sound lending policy should be fixed in the 
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interest of the depositor rather than in the interest of the 
borrower. . . . The time was opportune for the Government 
to enter the credit field a few years ago but now the time has 
arrived for certain streams of credit to be directed into the 
natural commercial channels. Bankers as a class have always 
been cowardly when it came to defending their professional 
rights. Is it not time to show some resistance in our fields of 
operation? ... 


.. OF GREAT VALUE TO FARMERS .. . 
BANKS cannot think of entering into competition with the 
Government on interest rates. We cannot meet a rate as low 
as that offered by the Farm Credit Administration agencies. 
We must take into consideration earnings to meet our ex- 
penses; to set up reserves for losses and to afford some return 
to our stockholders. Perhaps bankers should give more 
thought to this before entering into competition with each 
other in over-subscribing offerings of low coupon Govern- 
ment bonds issued to provide Government agencies with 
funds to be loaned at rates lower than banks can consider. 
The Federal land banks, in a program of long time farm 
mortgage financing have been and can continue to be of 
great value to both farmers and banks but even in the mort- 
gage field there should be a class of small and comparatively 
short time farm mortgage that could be proper bank invest- 
ments. It might be well for bankers to make a study of a longer 
time deposit contract to make it possible to permit more in- 
vestments of this type and still conform to proper liquidity. 
Again the matter of interest rates is an obstacle to be over- 
come, as the Federal land bank rate at the present time is 
3% percent. ... 

The extent of competition centers on interest rates. Bor- 
rowers entitled to credit will in most cases prefer to obtain it 
from their local banks. If the interest rate is adjusted to a 
level in keeping with lending experience and with the adop- 
tion of a more active and aggressive policy on the part of the 
banker in meeting the farmer’s short time credit require- 
ments, it is doubtful if we need be much concerned over the 
competition offered by the Farm Credit Administration. 


... KEEP OUR BANKS SOUND ... 


FORMERLY, in the average bank, the customers who 
patronized the loan and investment windows paid _ all 
the banks’ expenses, and furnished whatever dividends 
and additions to undivided profits there were. That 
condition is no longer true, whether we like it or not. 
We dislike complicated schedules of service rates and pro- 
visions, and to reduce or remove the rewards of thrift, 
but responsibility for these conditions rests cisewhere—not 
with us. Rather than speculate with our bond accounts, or 
risk our depositors’ money in loans that do not measure up 
to acceptable standards, we believe the way for us to serve 
our customers and our communities best is to maintain our 
operations on a sound basis, attempting to make each de- 
partment and each transaction reasonably profitable, or at 
least as self-sustaining as possible. The most favorable treat- 
ment for depositors, in the long run, is to make and keep our 
banks sound. 


... KEEN, COMPETENT ... 


THIS is an age of keen, competent service. Service must be 
disposed of today. It cannot be salvaged or carried over until 
tomorrow. A force of employees sufficient to handle peak 
loads must be maintained daily to insure adequate service. 
During the era of profitless, destructive competition, every 
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fundamental of sound business management was violated. 
The disastrous idea was conceived that volume only was 
important. Every effort was made to acquire large totals, 
irrespective of cost. 


. JUST AS WELL APPLY AT THE MORGUE... 
IF 85 per cent of the people in America do not have credit 
established or available at commercial banks, are we not, 
as bankers, overlooking a very real service opportunity, as 
well as a source of revenue that is constant, legitimate, and 
absolutely fair to. the borrower, as well as being helpful to 
him? Recognizing the value of character in extending credit, 
we have a pretty broad field to pick from if only 15 per cent 
of our people can go to their bank or a bank and borrow 
money. . . . Why a Personal Loan Department when all 
banks make personal loans and have been doing so for 
generations? With certain restrictions and qualifications 
that do not permit Mr. Average Man to obtain the credit 
he often needs and deserves and in a manner that will permit 
him to repay the loan within reasonable time to suit his con- 
venience and paying ability. If he is not a customer of the 
bank when he applies for credit, he might just as well apply 
at the morgue. If his balance is negligible and doesn’t war- 
rant a loan, he is promptly but courteously refused with the 
qualifying statement that his balance is not compensating 
and does not justify a credit line. Perhaps this same indi- 
vidual was a former depositor, but the two-cent check tax 
plus a measured service charge coming at a time when he 
received another reduction in salary did not justify the cost 
of maintaining a checking account. 


CONSCIOUS OF THE AFTERMATH ... 
WE have seen the power of public opinion expressed very 
forcibly in the bank holiday of 1933; we have experienced 
and still are conscious of the aftermath: we have seen banks 
made political footballs and suffer financial losses as a result 
of the antagonism thus created. There is little doubt that 
bankers in general are conscious of the position which banks 
have occupied in the minds of the public and their customers 
during recent vears. As a result, we now are thoroughly 
awake to the necessity for a long-time program for the 
cultivation of the good will of our present customers and the 
public as a whole. 
MUCH AT STAKE . 

THE Average American is vitally interested in this problem 
of bank taxation. He has much at stake. The solvency, not 
only of his own bank, but of all others in the country, de- 
pends to a large degree upon the way in which the taxing 
power is exercised upon them. If we are to build up 
the capital structure of the banks of the country against the 
inevitable storms which are sure to come, this strengthening 
must not be encouraged on the one hand and then penalized 
on the other. Increased capital eventually will mean better 
earnings and larger tax revenues -if increased taxes on 
that capital do not destroy it. Can we not, therefore, 
as bankers, include in our public relations program a plank 
that will bring home to Mr. Average American the self- 
evident truth that banks, dealing as they do only in 
intangible property, are not proper subjects for property 
taxation; that the true measure of the prosperity of a 
bank, and, therefore, its ability to pay taxes, is the 
earnings it can make; and, finally, that with all banks 
now bound together in the great experiment of Federal 
deposit insurance, continued Federal supervision of bank 
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taxation, through an unchanged and unmodified Sectigg’ 
5219, is imperative. ; 


... EVERY EMPLOYEE IN A BANK .,. 


THE process of forming an intelligent public opinion cop. | 
cerning banking, it has been said, begins with the proper. 
training of the bank staff in handling its patrons and cys. 

tomers. Likewise, every employee in a bank is, to some por. 

tion of the public, the bank itself; and that employee’s ideg” 
or expression is, to a portion of the public, the thought and | 
the expression of the bank. No wrong idea can be destroyed” 
by mere denial. It must be supplanted by a right, true ideg 

and then, as we have all so often heard said, ‘ The chain isag | 
strong as its weakest link” . . . Let me say that your ad. 3 
vertising appropriation, that the efforts of your officers and 

directors, that the standing of your bank in your community, 

must be backed on the firing line by courteous, efficient, in. 

telligent bank employees for, to some section of the publie, 

your bank messenger, your bookkeeper, your teller—yes, 

even your janitor—is the bank. 


$20,000,000,000 TIN URBAN MORTGAGES 


THE business of mortgage lending can be conducted ona | 
scientific basis and the aim of bankers should be to accom. 7 
plish this and eliminate whatever has been unsound and un- 
satisfactory. It is quite obvious that building operations 
through all the vears of the great development of our towns 
and cities required the investment of a vast amount of capi 
tal. A moderate amount of this was furnished by those who 
owned the property, the rest was derived from mortgage 4 
loans. So great has been this business that it is estimated 7 
that we have invested over $20,000,000,000 in urban mort- 
gages. . . . There are two principal causes underlying our 
real estate and mortgage difficulties. The first was the world- 
wide economic depression affecting the affairs of men every- 
where. Loss of confidence, widespread unemployment, re- 7 
duced salaries, wages and profits, all tended to increase 
vacancies in the various types of buildings, to reduce rents 
and of course to make it difficult for owners to meet mortgage 
obligations. The second cause was the overproduction of 
buildings. We produced a greater supply of space both for 
housing and business purposes than was needed even in 
prosperous times. The war produced the background for 
this for during the war period building was suspended. A 
great business expansion followed the war with an immense 
amount of capital available. Everyone sought greater profits 
and real estate activity, leading to increasing land values 
and a rush to create improvements on the land, was a natural 
result. . . . Let us heed our experiences in making future 
mortgage Commitments and in administering our mortgage 
departments. This can be done and at the same time a great 
fund of savings, supplied by the thrifty people of this coun- 
try, will be used in the progress and development of our 
communities. 


THE REASONABLE ASSUMPTION 


OUR suggestion is that the Board of Governors should con- 
fine its exercise of discretionary powers to general regulations 
on the reasonable assumption that the banks will live within 
those regulations in the light of local practices; should, if a 
particular bank is exceeding the limits of a general regula- 
tion, correct the practice in that particular bank; and, 
finally, should refrain from regulation except where neces 
sary to carry out the intent of the law. 
R. KUHNS 
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Publication Announcement 
Present Day Banking 
PUBLIC RELATIONS « EARNINGS « MANAGEMENT 


HIS BOOK, now in preparation, written by bankers, and based directly on present 


day banking experience, contains the material created in connection with Robert 


V. Fleming’s National Program of Banking Development. No one with banking 


__ interests should overlook this opportunity to familiarize himself with recent fundamental 
j changes and the resulting new outlook in the banking field. 
86 Leading Bankers contributed to this 
TABLE OF CONTENTS 
I A Nationwide Program of Banking Vint Bank Earnings—Positive and Negative 
cipatcemend EX New Credit Fields for Banks 
X Bank Investments 


Science and Problems Involved in Mortgage 
KNE_ Customer and Public Relations Lending 


Wi Federal Reserve Board Rules and 
Regulations 


IV Advertising and Publicity Commercial Banking 
V Crime Protection and Insurance Savings Banking 
VI Sound Public Poliey in Chartering Banks The Trust Department 


VEE Bank Taxation Farm Credit 


APPROXIMATELY 400 PAGES 
complete with index and bibliography 


IT WOULD BE ADVISABLE TO RESERVE YOUR COPY TODAY 
The price will be $3.50, but members of the American Bankers Association and sub- 


scribers to BANKING may purchase the book for $2.50 post paid, a saving of $1. 


Published by BANKING 
Journal of the American Bankers Association 
22 East 40th Street, New York, N. Y. 
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Arrtemp, INc., a division of Chrysler Corporation, tells 
bankers of an opportunity for qualified business men in 


AMERICAN Brass CoMPANY says that non-rustable metal 
fittings “are far superior in terms of service per year per 


9 Copper, Brass and Bronze in the Home—a 16-page 
illustrated pamphlet on basic uses for these rust-proof 
metals; Economy Cottage Roofing—adetailed explanation. 


AmERICAN Motorists INSURANCE COMPANY prints a 


Financial Statement—a detailed statement as of Jan- 
uary 1, 1936, listing the company’s investments. 


AMERICAN NATIONAL BANK & TrusT CoMPANY offers 
general banking and correspondent service in Chicago. .. 


AMERICAN SuRETY Company, with the New York Cas- 
ualty Company, writes fidelity and surety bonds, and 


CENTRAL HANOVER BANK AND Trust Company offers 
correspondent service in New York 


Caase NATIONAL BANK names five services offered cor- 


9 The Chase Economic Bulletin—periodically issued, 
each number discussing a specific subject. 


CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST 
Company had resources of $1,123,722,685.89 on March 4 


Dr Luxe CaEcK PRINTERS, INC. states that “people are 
once again becoming quality conscious”’ 


Dick & MERLE-SMITH supply institutions with invest- 


DIcTAPHONE SALES CORPORATION Offers a working dem- 
onstration of its product 
q What's an Office, Anyway? "—why Donald Wilhelm 
turned to Dictaphone, told in an informal pamphlet; 
Progress—a folder describing various dictating ma- 
chines and equipment. 


Du Pont, Francis I., & CoMPANY invites inquiries on its 
investment service 


Tuomas A. Epison, INc., prints another case 
history of the world’s business 


EmPLoyvers Murtvats state that more than 90 per cent of 
their policyholders renew annually 


FEDERATION OF MuTuAL Fire INSURANCE COMPANIES 
points out several ways in which mutual protection bene- 


9 Mutual Fire Insurance—a booklet explaining the 
principles and policies of this alliance of 75 member 
companies. 
FIDELITY AND Deposit CompaNy OF MARYLAND special- 
izes in fidelity, surety and blanket bonds, and various 
types of insurance 
Matters of Procedure Under Government Contracts—by 
Colonel O. R. McGuire, Counsel to the Comptroller 
General of the United States. 


FrrREMEN’s Funp Group illustrates the case of a man 


who has a right to feel secure 


First NATIONAL BANK OF CHICAGO names some factors 


which make it a desirable Chicago correspondent 


{ 1936 ‘‘ New American” Demonstration Home Building ny 


Program—a prospectus defining the modern home and 
describing the better housing campaign; Recovering 
Investments in Distressed Residential Properties—a plan 
of ‘modernizing for profit’; Electric Refrigeration and 
Its Relation to Net Income from Rental Properties—in 
28 pages, illustrated. 
GENERAL Foops CorPoORATION wants the public to know 
more about the company 
{ Public Opinion Survey of Business—how the people 
view large corporations, as determined by a poll; 1935 
Annual Report, with a statement to the general public, 
GENERAL MILLs, INC., prints a dividend notice 


GENERAL Motors ACCEPTANCE CORPORATION calls at- 3 


tention to its short term notes 


{ Sales Analysis May Facts, Numbers 3and7—informa- 


tion as to how “selling minded’’ manufacturers can 
“substantially increase sales”’. 


GUARANTY Trust CoMPANY OF NEw York had total re- 
sources of $1,812,633,568.65 on March 31 
{ The Guaranty Survey—a periodical issued monthly, 
reviewing economic and political affairs in the United 
States and abroad. 
Hatsey, Stuart & Company, INc., lists some current 
offerings of municipal bonds 
Y Municipal Bonds—a series of ten informational book- 
lets; Investment Analysis Chart—a record form for in- 
vestors; At What Level of Income Does It Pay to Buy 
Tax-Free Bonds Under the 1935 Revenue Act?—a table 
with notes and a summary of the Act. 


HAMMERMILL PAPER ComMPANY says bank customers ap- 

preciate its product 
q Safeguarding Uniformity—a brochure; The Working 
Kit of Hammermill Bond in Use—a folder containing 
business forms, letterheads, and specimens of this 
paper; two books, one showing printed and the other 
lithographed samples of checks on “Hammermill 
Safety”’. 


IMPROVED RisK MuTUALS have something to say about 


q A booklet “ outlining theadvantages IRM offers you” 
in fire, sprinkler leakage and seven other types of in- 
surance. 

INSTITUTE OF BANK STATIONERS asks whether your pur- 

chasing agent is merely an electric eye 

Investors SYNDICATE makes note of a change on Main 


q{ A monthly review of national income and expendi- 
ture, analyzed and compared with a month and a year 
previous. 

Joun DEERE recalls the 1934 drought 
{ Better Farming—a 104-page catalog describing the 12 
models of John Deere two-cylinder tractors and other 
labor-saving equipment. 
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L ontents (including Guz To Current Sources) 


MeviNATOR CORPORATION says its air-conditioning sur- 
ys leave nothing to the imagination 


Tawrence WarEHOUSE Company discusses advantages 
7 of field warehousing service in times of changing condi- 


Warehouse Receipts as Collateral—a pamphlet ex- 
plaining Lawrence System Field Warehousing as a 
means of safely increasing loan volume. 


UFACTURERS TRUST Company had total resources on 
h 31 of $703,189,059.74 
4 Corporate Trusts and Agencies—a quarterly pamphlet 
summarizing decisions, legislation and regulations; 
Analysis of the Banking Act of 1935—with catch lines 
' and a Federal Reserve System chart. 


INE MIDLAND BaNKs have available pertinent busi- 
information from sources throughout New York 


CasuaLty ComPANy says its bonds “are 
recognized everywhere as a badge of character” 


|ManyLanp Trust Company names some of the diversi- 
‘fed industries of Baltimore 

| {Trade Trends—a monthly review of commercial and 
' industrial activity, with a statistical ‘barometer of 
business”, and charts. 

/Mgrepitn, J. F., & ComPANy conducts bank audits and 
 @aminations 

) Mericka, Wa. J., & Company has a message for execu- 
“tives of corporations whose securities are not listed on a 
‘registered exchange 


NationaL INsuRANCE CoMPANY suggests a 
fandard measure for soundness 


Moony’ s INvEsTors SERVICE brings up the problem of re- 
pended security issues 


VATIONAL BANK OF Detroit had total resources of 
92,114,823.55 on March 4 


cations of machines in banks 
(distributed by salesmen only). 


/NationaL SURETY CORPORATION says a fidelity bond is “‘a 
| tibute to employer and employee alike” 


/NBENAH PAPER Company features its business stationery 
Distinguished Letterheads—a book of specimens, with 


a laminated aluminum foil cover; Leverage for Letters— 
special letterheads; Nine New Ways—to utilize the sales 
power of your letterhead. 


New York Trust Company had total assets of $412,- 
983,605.74 on March 31 
{ The Index—a monthly magazine devoted to subjects 
of financial, industrial and political significance, includ- 
ing pertinent statistical tables. 


REpusLic Crepit Lirz INSURANCE Company sells 
insurance on the lives of borrowers from personal loan 


PENNSYLVANIA RAILROAD CoMPANY publishes a summary 
of its annual report for 1935 
Annual Report—the Company’s 89th annual report, 
covering operations for 1935, copies of which are avail- 
able to stockholders. 


PHILADELPHIA NATIONAL BANK comments on one com- 
mercial banking service 


RECORDAK CORPORATION mentions ten things its system 
did for one bank 


St. Louis StickER Company makes seals for safeguard- 
ing valuable mail 
{ Samples and prices of Protect-O-Seals. 


SALOMON Bros. & HuTzLER deal in investment bonds. . . 


THE Topp Company emphasizes its Litho-Print service. . 
(A Personal Loan System for Banks, Greenback Bank 
Money Orders—portfolios with sample forms, etc.; 
The Blue Streak Way—a series of brochures on mechan- 
ical signers and checkwriters; For the Currencies and 
Measurements of the World—how “ Protectograph 
Model 32” writes the symbols of various systems; The 
New Electric Protectograph and A Billion Dollar Bank 
Endorses Model 33 Protectograph—folders on these 
machines; A.B.C. Pay Roll System; The Bank You 
Work For; Your Bank Account—How to Protect It— 
pamphlets about checks; Story of A Genius—a short 
biography of Burgess Smith, “‘a genius in documentary 
protection”; Litho-Print Style Book—special check 
forms for merchant accounts. 


UNDERWOOD ELLIoTT FisHER Company describes a bank 
test of its adding-figuring machine 


UNITED StaTEs STEEL CorPorATION tells of the part steel 
plays in the petroleum industry th 


Horst recalls another presidential patron 


The Guide to Current Sources 


Any reader wishing to obtain copies of the published material 
listed here (indented paragraphs introduced with 4 sign), may 
do so by writing to the company concerned or to BANKING 
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Amertcan BANKERS ASSOCIATION 
A.LB. Graduate School activities 


Objectives and developments—summary 
Speakers and subjects, Memphis and Chicago—list 
Conventions and meetings (See Calendar) 


Catenpar—A.I.B. convention, Central States Conference, Na- 
tional Association of Mutual Savings Banks conference, A.B.A. 
conventions and meetings, other meetings, Nebraska Bankers 


— program, Investment Bankers Association ee 
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cost analyses 
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Banking Acts of 1933, 1935 
Comptroller of the Currency 
Federal Deposit Insurance 
Federal Reserve System 
Membership, condition reports, examination, loans, 
trust powers, interlocking directorates, branches, 


Reconstruction Finance Corporation 
State banking departments 
Limitations on effectiveness 


Recent influx of European capital 
National banks 
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(See 
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European political conditions, effect of 
Government’s March financing program, effect of 
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State banks 
Double liability on stock. 

Taxation 

Obstacle to banking recovery 

Taxes and operating earnings, year ending June ia a 
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Economics 
British economic policy 
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zation Account, gold movements 

Effect of European conditions on United States banking . . 
Social credit—Alberta theory 


FEDERAL RESERVE SYSTEM 


Amortization plans 
Bank coo; i 


Housing Act 
U. S. Housing Authority proposed 
Projects—emergency relief program, Resettlement / 
istration, slum clearance, subsistence homesteads. . 


ilding loan associations “4 
Federal (See also Government Banking—Federal how 


LEGISLATION 


State 
Double liability on state bank stock 
Survey of state laws 
Washington 
Tax program 
relief 


PaGE One—Treasury cash, devaluation, preferred stock, ¢ 
food prices, unlisted stocks, commodity exchanges, 
restrictions, recognizing write-offs, railway China's 
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